FOR A NATION OF INTELLIGENT INVESTORS 


THE OUTLOOK 


Gold Imports and Foreign Exchange—Significance of Recent Supreme Court Decisions—The 


Market Prospect 


OST of the sharp decline of February has now been 
recovered, and the extreme discouragement so widely 
prevalent last month has given place to a better bal- 


anced point of view. Important news of a favorable char- 
acter has been the most influential element in the recovery, 
but it has also been in considerable part a natural rebound 
from undue depression. This is nearly always the case when 
traders and investors become as the saying 
is, in their bearish views. 
.- o~ 5 
HE most fundamental of the various 
favorable developments is the sharp 
recovery in foreign exchange—a more rapid 
and substantial rise than any previous rally 
which has occurred since the declining tendency set in. The 
advance is due to several factors—the British Government's 
statement that the Anglo-French 5s will be paid off when 
due, without extension; a constant improvement in English 
export trade; an equally constant rise in imports into the 
United States; a slow decline in our exports, interrupted, 
however, by recoveries; and, finally, the covering of a large 
short interest in exchange, part of which had been outstand- 
ing for a long time. 

An influence which attracted more attention than any other, 
though fundamentally less important than merchandise ex- 
ports and imports, has been the strong probability that gold 
would have to be sent to cover part of the big sum demanded 
to pay off the Anglo-French bonds next fall. 


How much gold will come is a question the answer to 
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which will depend on many future factors. The Bank of 
England has over $550,000,000 gold and the Bank of 
France has about $1,100,000,000, of which $400,000,000 
is reported as “foreign balances” or “gold held abroad.” It 
is not known just what this last item consists of. Arrivals 
of new gold from the Transvaal are running from $15,000,- 
000 to $20,000,000 a month. Against this gold there is 
of course a very great quantity of paper money outstanding, 
which the gold is urgently needed to maintain; but necessity 
knows no law, and whatever gold is required to redeem the 
bonds can be released and sent here by one device or another. 

There are probably about $400,000,000 of these bonds 
now outstanding. Since they have been and still are selling 
at a substantial discount, it is plainly to the advantage of 
England and France to buy as many of them in the market 
as possible instead of waiting to redeem them all at par, 
and this policy has been and will be pursued. 

If neither gold nor goods were sent here to redeem this 
big obligation, it would be necessary for England and France 
to sell us new bonds or notes—which could only be done at 
a heavy discount—or else to let foreign exchange depreciate 
to the point where investment buying of the pound and the 
franc would offset the amount due on the bonds. 

It is highly probable, therefore, that some gold will be 
sent to us, since that will plainly be the most economical way 


*to handle the maturity. But how much gold or when it will 


come are still open questions. From the standpoint of world 
welfare, gold would do a great deal more good in Europe 
than it would do here—in fact, it is a question whether it 
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would do us any real or permanent good whatever; but it 
would unquestionably have a strong influence in relieving the 
present money scarcity, and thus would ease our interest rates 
to the advantage of investment markets for the time being. 


RNING to our own money situation, 
the only real cure for the present 
scarcity consists in doing more work, thus 
FIRM producing more goods and gradually accu- 
mulating capital. Increased production, by giving us a greater 
supply of goods, would bring a slow decline in commodity 
prices, and would thus reduce the cost of living, enabling 
everybody to save more. It is these savings which become 
capital, and by flowing out into new enterprises and new 
construction, give us better facilities of every kind—generat- 
ing, in a word, what we call prosperity. 


All this will come about, but slowly. Att present the situ- 
ation seems to be that every fellow is loudly calling on the 
_ — to work harder—but without working any harder 

imsel f. 


Still, the scarcity of goods resulting from laziness in mak- 
ing good the wastes of war has passed its worst point. A 
recent analysis of the accounts of 28 important industrial 
companies shows that the physical volume of their inventories 
—as distinguished from their estimated cash value— increased 
approximately 7 per cent during 1919. Stocks of goods 
carried by merchants, also, while still moderate, are on the 
whole showing some gain. 


This means, we take it, that the general level of commodity 
prices is at or near its high point. Bradstreet’s index for 
March | showed a slight decline. If this is not the beginning 
of a long downward swing, we believe that such a movement 
will certainly come soon. 


For the present, however, money must apparently continue 
firm. The Federal Board has succeeded in checking the 
downward drift of the reserve ratio of the Federal banks, 
but not in bringing about any important rally in this figure. 
In the meantime, spring business is upon us, which naturally 
means an increased demand for business loans. Broadly 
speaking, the profits of business men are not now as great as 
in 1919, and for that reason many will desire increased 
credit accommodations. 


If we should have a large inflow of gold from Europe, 
that would have a powerful influence in raising the reserve 
ratio; but it is a question whether loans will not increase 
enough to balance any excess of gold imports over gold ex- 
ports that is likely to be seen in the immediate future. 


The Western land settlements are proceeding satisfactorily 
and the income tax payments are out of the way, so that the 
money market ought now to be easier for a time; but we do 
not believe this will mark any permanent turn in the general 
money situation. A continued close market for most of the 


year 1920 seems highly probable. 
o- ¢.s 


W HILE the Supreme Court decision in 


regard to rail valuation was not at 


MONEY WILL TY 
REMAIN 


THE RAIL 
VALUATION 
DECISION 


its actual importance is nevertheless considerable. The law 
directs the Interstate Commerce Commission, in estimating the 
value of rights of way and real estate holdings, to take into 
account what the roads call “‘severance value.” That is, 
the road, in acquiring land, often has to pay more than the 
actual value of adjoining similar lands. The Commission 
declared that there was no rational basis on which to base 


first fully understood in Wall Street, and 


was therefore overestimated as a bull factor, 


such estimates, and in the case of the Texas Midland and ° 


Kansas City Southern roads did not take testimony to that 
end. The Court now requires the Commission to take such 
testimony and to be influenced by it in appraising the value 
of real estate and rights of way. 
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* While the Commission minimizes the effect of the decision 
upon actual appraisals, it seems clear that the result must be 
to increase the estimated value of the roads, upon which rate- 
making must be based, and thus to add to the roads’ income. 
The effect will be greatest upon those roads which own city 
real estate and rights of ~ 

e <3 


HE Supreme Court did the expected in 
png Teg f pnt a. that stock dividends are not 
subject to the income tax. Since many in- 
DECISIONS dustrial companies have built up cash sur- 
pluses or greatly enlarged the scope of their business within 
the last few years without any change in stock capitalization, 
it is expected that many stock dividends will now be declared 
to restore the balance. Such dividends are always an im- 
portant market factor, in spite of the fact that they do not 
really add anything to the value of the stockholder’s share in 
the enterprise. He is no better off with a 2/2,000,000ths 
share in a company than he is with a 1/1,000,000th share, 
as the Supreme Court decided. But the speculator becomes 
highly excited over a “melon,” and this decision is therefore 
of great importance as a market factor. 

Owners of a stock usually fail to fully appreciate the value 
of the profits that have been plowed back into their property. 
But when these profits appear in the tangible form of a stock 
dividend, everybody wakes up to their real importance. It 
is usually the case, therefore, that price advances based on 
stock dividends are warranted, because they represent the de- 
layed effect of a past building up of the property. 

The “Steel Trust” decision is also of much significance in 
this connection. While the Sherman Law may not be quite 
dead, its absurdity is now pretty generally recognized, and it 
is improbable that it can again be used for trust-busting 
purposes. We seem to be pretty well back to Roosevelt's 
dictum about the good trusts and the bad trusts, and the good 
trust is not hereafter likely to suffer from legal heckling. 


* * 


THE - arp mp “x well secured 
nds backed by satisfactory earnings 
MARKET cannot now be too strongly emphasized. 
PROSPECT They are very cheap and their broad tend- 
ency over a period of years must certainly be upward. And 
the same is true of good preferred stocks. The prosperous 
business man who, instead of enlarging his operations or 
adding to his stocks: of goods, uses the money to buy bonds, 
will be making a wise move both for himself and for the 
country. 

Oil stocks are in a very favorable position. The scarcity 
of crude is resulting in higher prices and no immediate relief 
is in sight. It is a situation which must ddd to the earnings 
of most of the better grade oil companies. 

There will also be great interest in the stocks of industrial 
companies which are in a position to declare stock dividends. 
Doubtless in some cases stockholders will be disappointed in 
their expectations, but where the dividends are declared they 
will, for the reasons explained above, usually form a sound 
reason for price advances. 

Many railroad securities are selling out of line with prob- 
able values because investors have not yet adjusted their ideas 
to the new conditions. The outlook for the different roads 
is being treated in a series of articles in our successive issues. 
In general, however, we believe the new legislation has greatly 
improved the prospects for railroad securities. 

The technical condition of the market at this writing is 
quite satisfactory. While the short interest is not as large 
as it was at bottom prices, it is still considerable. In general, 
the heavy liquidation has resulted in lodging stocks in strong 
hands. Stock Exchange loans are still below $1,000,000,- 
000, which is less than 60 per cent. of what they were when 
prices were at the top last year. 

Tuesday, March 16, 1920. 
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SPECIAL RAILROAD NUMBER 


In view of the great importance of the new railroad legislation recently passed, and of the great changes 
in the position of the various companies and their sec urities which may result, a large amount of space in this 
issue has been devoted to the subject. The first two articles present the views of the chairmen of the two 
associations which have been especially active in repre senting the roads and the owners of their securities dur- 
ing the progress of the legislation t!-«ugh Congress. In other articles the present position of the roads, the 
problems they must meet, and the prospecis for various classes of their securities under the new conditions, 
have been carefully analyzed by thorough students of these subjects. 








The Railroads Under Private Ownership 


Big Problems to Be Solved and Difficulties to Be Overcome 


By THOMAS DE WITT CUYLER, Chairman, Association of Railway Executives 


PON resuming, after , twenty-six 

months of Government operation, the 

direction of the operation of the 
railroads of the’ United States, the ex- 
ecutives face a giant task. The problem 
comprises many important factors, few 
of which are within control of the rail- 
roads themselves, and the most funda- 
mental of which are in control of the 
public through its regularly constituted 
authorities. 

There will be needed in this work not 
only the utmost loyalty, industry and pa- 
tience upon the part of the personnel of 
the railroads from section hand to presi- 
dent, but, more than this, there will be 
needed the spirit of complete co-operation 
and helpful assistance upon the part of 
the public itself. 

In a growing country the railroad ques- 
tion is never settled. Especially must there 
be constant development of existing fa- 
cilities. That, in fact, is more important 
than extension of lines into new territory 
that for lack of railway service is not pro- 
ducing values up to its possibilities. 

All this means the continuous necessity 
of new investment funds. Such a supply 
is just as mecessary to the welfare and 
the development of our railroads as a de- 
pendable and constant supply of coal 

The foundation stone of the whole 


1919 record. This exceeds by 3 miles the 
mileage of new lines built during the year. 
Furthermore, 1919 is the third year in 
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succession in which our reports have 
shown the mileage abandoned to have 


all the traffic that is offered to them. 

During the war period the Government 
was unable to keep up to an adequate 
program in providing new cars. The rail- 
roads of the country as a whole need 
cars to make up the present shortage; 
they need cars for an adequate surplus; 
they need cars to take care of an increase 
of traffic; they need cars to make up for 
deferred retirement, and they need cars 
to take care of normal retirements. 

Adequate motive power for the -rail- 
roads is of course a necessity, and obso- 
lete types should be replaced by modern 
locomotives. 

Similar equipment needs might be 
traced throughout the entire list. 

But in this situation we find an era of 
high prices. The unit cost of the equip- 
ment which the railroads must buy will 
be greatly in excess of pre-war prices. 
The lowest scale of prices for freight cars 
in recent years was that prevailing in 
1914 and 1915, when freight cars could 
be bought for from eight to nine hun- 
dred dollars. By 1918 the average had in- 
creased to about twenty-eight hundred dol- 
lars. The 1920 prices will depend of 
course upon the cost of materials and la- 
bor and canhot be foretold with certainty. 

The need of passenger cars is just as 
great. The four and one-half years since 
the middle of 1915 





structure is good 





railroad credit. 
Good railroad credit 
means good rail- 
roads. 

This, in turn, 
means adequate rail- 
road rates. 

The ultimate proof 
of railroad legisla- 
tion will lie in its 
effect upon railroad 
credit. 

Looking somewhat 
into the details of 
the task before us, 
what do we find? 
First, we find that 
railway construction 
has practically 





Thomas De Witt Cuyler undoubtedly knows as much about current railroad 
policies and future railroad needs as any person living. Born in 1854, he was 
graduated from Yale twenty years later and, as Trustee of that University, is deeply 
interested in its fortune. A Director of the Pennsylvania; the Long Island; the 
Atchison, Topeka & Santa Fe; N. Y., N. H. & H., as well as the O. & W. and the 
Interborough Traction Company, he knows his subject backward and forward. As 
Chairman of the Association of Railway Executives, he speaks with authority. 

That he knows banking and finance is indicated by the fact that he is President 
of the Commercial Trust Gompany of Philadelphia, his home city, and also a Director 
of the Equitable Life Assurance Society, the Equitable Trust Company, the Bankers 
Trust Company, the Guaranty Trust Company, the Metropolitan Trust Company, and 
the United States Mortgage & Trust Company. A lawyer by profession, he served as 
Counsel to the Emergency Fleet Corporation, is a member of the Commission to 
revise the Pennsylvania State constitution, and has been Judge Advocate General of 
the National Guard of that State. A born leader, his application to his work and his 
sense of fair play have won the admiration of all his subordinates, and everyone who 
has had any dealing with him, whether a labor leader or a lobbyist, is impressed by 
his charm of manner and his diplomatic skill—F. J. OPPENHEIMER. 








have seen passenger 
traffic increase over 
forty per cent, but 
equipment has _in- 
creased only two 
and one-half per 
cent. Baggage, mail 
and express cars, 
costing between six 
and seven thousand 
dollars in 1914, cost 
on the average 
twenty-one to twen- 
ty-two thousand 
dollars at the pres- 
ent time, while steel 
coaches, which for- 
merly cost about 
eighty-five hundred 


ceased. On January 1, 1920, we find our- 
selves with less railroad mileage in the 
United States than existed the New Year’s 
day of the year before. A total of 989 
miles of line abandoned is shown in the 
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exceeded the mileage of new lines built. 

In the mean time, the demands of com- 
merce have been growing at a tremendous 
rate, and the railroads at present are un- 
able to handle, as it should be handled, 


dollars in 1914, could probably not be built 
at the present time for less than twenty- 
five or twenty-six thousand dollars. 

The same line of thought might be fol- 
lowed through in reference to railway 
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engine 
sys- 


reconstruction, 
buildings, signal 


tracks, railway 
shops, station 
tems, &c. 


Capital Scarce 

Faced by these needs, which call for im- 
mense sums of new capital, we also find 
the railways, generally speaking, with low 
credit and prices for money high. 

Proper railroading demands foresight. 
The facilities must be planned for and 
provided far in advance of the actual de- 
mands of traffic. This results necessarily 
in expenditures of capital which, for a 
period, must be relatively unproductive. 


Progressive railroads had worked in ad- 
vance, but the necessities of war stopped 
the Government of course from any such 
program, so that we have gtown up to the 
facilities already provided in advance. 
Coming back to private operation of the 
railroads, the executives find a situation 
which cannot be fully met in a day, a 
week, a month or a year. Perhaps, as im- 
portant a factor in this situation as can be 
named is the factor of the personnel. The 
railroad machine is a machine of enor- 
mous intricacy, demand co-ordination of 
highly specialized talents in the highest 
degree. The education of men in railway 





service takes years. As a result of the 
war, private operation is resumed under 
enormous handicaps in many particulars. 

I do not intend the foregoing to be in- 
terpreted as a message of pessimism. 

I have a faith in the loyalty and spirit 
of American railroad men that is un- 
bounded. The Congress and the public 
have shown a constructive spirit. 

No legislation could foresee all con- 
tingencies ; and. as the needs of the situa- 
tion develop in actual practice, I feel cer- 
tain that they will be met by Congress in 
the interest of the people of the United 
States. 


Railroad Managements Now on Trial 





The purpose of the National me of Owners of Railroad Securities, which octeinaliy ‘proposed a fixed perc 
earnings 


entage 
in excess of "this fixed 


return on the fair value of railroad im the aggregate and the regulation of 
return, is to protect and stabilize the securities of the carriers of the country. Mr. Warfield is Chairman of the 
Board of Directors of the Seabord Air Line, a Director of the Chicago, Rock Island & Pacific Railway, and President of 
the Continental Trust Co. of Baltimore, his home city. He has always been active in railread affairs. When the City 
of Baltimore decided to part with its ownership of the Western Maryland Railroad, Mr. Warfield entered the negotia- 
J. Gould, he became a Director of the Missouri 


Pacific Railway a mem 





tions, representing the Gould syndicate. Later, at the request of Geor; 

and ber of the E tive C ittee. When the Seaboard Air Line got into financial difficul- 
ties in 1908, he was appointed one of the receivers.. A Baltimore man, he has been instrumental in effecting re 
reforms for his home city, and served as its Postmaster und2r the administrations of both Cleveland and McKinley 











By S. DAVIES WARFIELD, President National Association of Owners of Railroad Securities 


HE Association I represent has con- 
T tended from the outset that the dif- 

ficulties underlying the successful 
regulation of the railroads arose from 
lack of legislative direction and from lack 
of power enabling the Interstate Com- 
merce Commission to function properly, 
and that there should be no interference 
with this Commission through the estab- 
lishment of another appointive regulatory 
body involving a division of responsibil- 
ity. The Interstate Commerce Commis- 
sion now has an opportunity for construc- 
tive work rarely presented to any govern- 
mental body. 

But the responsibilities of this Commis- 
sion are no greater than those resting 
upon the railroads themselves. The suc- 
cess of this law rests largely with the 
railroads, and their relations to it must 
not be prejudiced by a continuance of the 
hostile attitude of those representatives 
of railroads who committed themselves 
against this legislation and endeavored to 
accomplish its defeat in various stages 
through which it had to pass. 

Railroad management is on trial. The 
railroads are now given their final oppor- 
tunity to prove that they serve the coun- 
try as privately owned enterprises. Con- 
gress has done all it can. 

I believe the Interstate Commerce 
Commission will carry out the purpose of 
the Act. It remains to be seen whether 
those who are responsible for the conduct 
of the policy, as well as the operation of 
the railroads, will do their part and give 
the public evidence that they will co- 
operate to the successful accomplishment 
of that which this Act of Congress en- 
titles every interest to receive. 

Congress in this legislation has recog- 
nized the necessity of averting a public 
calamity. And it is probably the most im- 
portant and the most comprehensive rail- 
road legislation ever enacted by that body. 

Congress has done its part to preserve 
railroad transportation under private 


694 _ 


ownership. To those members of the 
Senate and the House who in their sup- 
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S. DAVIES WARFIELD 


port of this Bill have held their duty to 
the public paramount over political ex- 
pediency, the country is indebted. Theirs 
is genuine statesmanship. 

But this is not the time to revive old 
antagonisms or to open old wounds, for 
the administration of this law affects 
every industrial, commercial and agricul- 
tural interprise of the country—the ship- 
per and the public as well as the owners. 
The public and Congress have the right 
to look for a different attitude than that 
which has heretofore been evidenced by 
many of those determining the relation- 
ship of the railroads to the public and 
to the regulatory authorities. 

The National Association of Owners of 


Railroad Securities constitutes the largest 
representative body of owners of railroad 
securities, representing at the same time 
both the individual investor and those 
who are dependent upon the stability of 
the investment held by institutions. 

The owners of railroad securities have 
realized that the time has passed for 
speculative return. Through this Asso- 
ciation they have come forward with the 
first proposition ever made by the owners 
of great enterprises to curtail their earn- 
ings above a reasonable return in the in- 
terests of definite legislation which would 
stabilize railroad securities. 

This Association therefore feels under 
a peculiar responsibility to stand by and 
entertains an earnest desire to see the ad- 
ministration of the Act worked out in the 
common interests of the public and the 
railroads. 





JANUARY RAILROAD EARNINGS 

Actual net railway operating income of 
184 railroads in January was about $11,- 
000,000, the worst month during Federal 
control, but a showing of $64,000,000 has 
been made by the inclusion of $53,000,000 
back mail pay, awarded by the Commerce 
Commission in that month, but not yet 
received by the Railroad Administration. 

Just what prompted the Director Gen- 
eral to include the item is not clear, be- 
cause none of the award had been paid 
in January and none of it accrued in Jan- 
uary. In fact, some of the back mail pay 
began to accrue long before the Govern- 
ment took over the railroads, and this 
part of the item is clearly a corporate 
and not a Federal credit. The exact 
amount is not even known at this time. 

The result is to give the worst month 
during Government operation the sem- 
blance of the best month, and, while the 
result does not work out the same for 
every individual company, the item is suf- 
ficiently important in every case greatly 
to distort the true operating showing. 
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Effect of Rail Legislation Misapprehended 


Strong Roads Likely to Escape Recapture of Excess Earnings Over Six Per Cent. by Giving 
to Income Through Purchase of Weaker Extensions 


Wider Distribution 


HAT the new railroad legislation 

will do for the individual proper- 

ties is the financial question that I 
have heard most frequently in the last few 
weeks. What roads will suffer from the 
recapture of their excess earnings? What 
roads will benefit from the use of the gen- 
eral fund to be established by this recap- 
tured excess? These questions are asked, 
of course, on the assumption that there 
will be certain excesses and on the further 
conclusion that these excesses will be re- 
captured. In answer to these questions, 
I must say that I am not at all certain 
the new railroad legislation will work out 
precisely as its proponents designed. 

Considering the railroads as a whole, it 
seems assured that they will encounter a 
better period than they have enjoyed for 
many years, if not by reason of the new 
legislation, then on account of the new 
public sentiment. During the 26 months 
of Federal control, the public became con- 
vinced that it could not get along with- 
out a good transportation system, and a 
starved system would never be an ef- 
ficient system. 

As for the mandate contained in the 
law whereby the Commerce Commission 
is under an obligation to fix rates that 
will provide as nearly as may be 5% per 
cent. or 6 per cent. on a fair valuation, 
there has always been an obligation under 
the constitution to fix rates providing a 
reasonable return, and I think it will not 
be contended that this return has been 
reasonable at all times in the past. 

But the public sentiment in favor of the 
maintenance of a transportation system of 
high standard and service is so strong that 
the likelihood of the Commission resist- 
ing this popular attitude is quite remote. 
This is important to consider, because the 
law fixes the rate of return on a fair val- 
uation only for two years, at the end of 
which time the Commission may in its 
discretion increase or diminish the per- 
centage of return, and I believe that, in 
the present favorable temper of the pub- 
lic toward the railroads, these properties 
will find their greatest and most dependa- 
ble safeguard. As for the law itself, it 
provides no recourse for the railroads if 
the Commission should elect to fix rates 
providing 3 per cent. return on the valua- 
tion. 


Probable Increase 


Standard return was the average of the 
net railway operating income in the three 
years ended June 30, 1917, and this pro- 
vided approximately 5.3 per cent. return 
on the aggregate property accounts of the 
roads averaged for the same period. Thus, 
the Commission, if it decided to allow 
only 5.5 per cent. on these valuations, 
would have to increase the rates only 
enough to provide an additional $40,000,- 
000 over rentals, or 0.2 per cent. on ap- 
Proximately $20,000,000,000. 

In his explanation of the rate-making 


for MARCH 20, 1920 


By DANA HYDE 


section of the joint bill before the Sen- 
ate, Senator Cummins said: 

“It is a direction to an administrative 
tribunal that in so far as it may be prac- 
ticable the Commission shall make rates 
that will yield a net operating income of 
5% per cent. upon the true value of the 
railway property held for and used in 
the service of transportation considered 
as a whole. 

“The assumption of this basis by the 





WHAT RAILROAD LAW DOES 
NOT GUARANTEE 


The word “guaranty” has been loosely 
used in connection with the railroad 
law, which guarantees nothing except 
to recapture half of all earnings over 
6% on the investment of an individual 
system. 

As for the rule of rate-making, the 
Interstate Commerce Commission has 
= discretion in the following partic- 
ulars: 

t forms a fair return on value 


1, 1920, until February 


on which returns will be 
computed, with respect both to past 
and future investments. 

Whether percentage adopted for 
rate- shall be lied to value 
of all or values by regiens. 

t is honest, effi- 
cient and economical and what consti- 
tutes reasonable expenditures for 
maintenance. 











Commission does not promise to any giv- 
en railway company any given net operat- 
ing income, for the income depends wholly 
on the location of the railway, the popu- 
lation it serves, the volume of its traffic 
and the conditions under which it is op- 
erated. Under this basis, some railways 
will earn 2 per cent., some 4 per cent., 
some 6 per cent., some 8 per cent., a few 
more than 8 per cent. and a few less than 
2 per cent.” 

Senator Cummins estimates that this 
basis will yield the roads as whole about 
$50,000,000 more than standard return 
and about $50,000,000 less than their ag- 
gregate net operating incomes in the year 
1917. 

From the foregoing, it will be seen that 
it is the purpose of the law to place the 
Commission under a mandate to provide 
reasonably for the roads as a whole, but 
nothing is undertaken or required with 
respect to the roads as individuals. 

All net operating income over 6 per 
cent. on a valuation fixed by the Commis- 
sion is established as excess and one-hali 
of this excess must be paid into a general 
fund, which the Commission may loan to 
weak roads, use for the purchase of 
equipment for rental to weak roads and 
for similar purposes. I apprehend that 
this fund will be a long time in the grow- 
ing, if not in the borning. In other words, 
it will be many years before there are 
any cores for the little tots. 

A great many opinions have been ex- 
pressed, pro and con, about the constitu- 


tionality of the recapture provision, but 
only the United States Supreme Court can 
pass a final decision on the question. That 
the measure will be tested in the courts, 
I have little doubt. If a suit is filed, the 
excess earnings, which the law provides 
must be turned over to the Government 
forthwith, will be impounded under an 
order of court until the case is finally 
adjudicated and will not be immediately 
available for any road or for any purpose 
specified in the law. 
Valuation by Systems 

While the law, pending the determina- 
tion of final valuations, does not require 
the Commission to accept the corporate 
property accounts as definite measures of 
values, they are the best measures and 
are likely to predominate over other meas- 
ures in determining temporary valuations 
on which returns will be computed. 
The law specifically provides that these 
valuations shall be determined for sys- 
tems rather than for corporations, and 
this point is particularly important to note. 

In the possibility that the Supreme 
Court will finally uphold the recapture 
provision of the law, the roads that would 
suffer the heaviest penalties under the 
provision will not place their entire de- 
pendence on litigation. In the possibility 
that this barrel will miss, they have pro- 
vided themselves with a double-barreled 
weapon. The strong roads, so-called, will 
endeavor to give greater distribution to 
their operating incomes by buying con- 
trol of weak extensions (not weak com- 
petitors), and.I am reliably informed that 
in several instances this sort of buying is 
already under way. 

As an illustration, take the case of 
roads A and B, each having the same in- 
vestment in property. A is earning 8 per 
cent. on its investment and B is earning 
2 per cent. A buys B and the operating 
income as applied to the joint property 
account becomes 5 per cent. At first 
glance there might appear to be no net 
gain in this arrangement, but A, by throw- 
ing its business to B, which is weak mere- 
ly because it lacks traffic, would be able 
to increase the income on the joint in- 
vestment to 6 per cent., the maximum it 
would be allowed to retain before a di- 
vision became necessary. 

In this arrangement, there is another 
profit for A that is not so obvious. For 
the purpose of the illustration, let it be 
assumed that B’s capital issues at par 
exactly represent its investment. On its 
operating results, B’s common stock was 
selling around 20, at which price A was 
buying. A would have working control 
before it made any offer to acquire the 
remainder of B’s stock, and it will be as- 
sumed, also for the purpose of the illus- 
tration, that A acquired all the common 
of B at an average of 50. If all B’s funded 
debt bore 6 per cent. interest—and the rate 
would hardly be so high—then the 6 per 
cent. income applicable to A’s holdings of 
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B’s stock would be 12 per cent. on the cost 
price to A. 


Who Are the Buyers? 


The roads that might be sold under the 
pressure of the foregoing tendency are 
too numerous to catalogue, but the pos- 
sible buyers are not so many. In an ac- 
companying table will be found the roads 
that earned in the three-year test-period 
more than 6 per cent. on their average in- 
vestments during that period. A few may 
be eliminated as possible buyers. Penn- 
sylvania Company has ceased to exist as 
an operating concern. Pittsburgh & Lake 
Erie is a part of the New York Central 
Lines. 

The debates that centered around the 
new railroad measure make it clear that 
public policy favors, while not command- 
ing, consolidations, but the law itself pro- 
vides that the Commission, in authorizing 
consolidations, shall preserve competition. 
This precludes such mergers as were re- 
cently rumored as contemplated between 
Great Northern and Northern Pacific. 

In any and all of the following illus- 
trations, I do not wish to be understood 
as suggesting that I have any informa- 
tion that such consolidations are under 
way or even in contemplation. The in- 
stances are cited merely as illustrations 
and for the purpose of pointing out what 
may be expected from the railroad legis- 
jataon in the way of a general tendency. 

Union Pacific, which earned 6.72 per 
cent. on its investment and is now earn- 
ing much more for the Government, ends 
at Omaha. It could not be expected to 
acquire Chicago & Northwestern, which 
also shows an excess, but it might be im- 
pelled, for reasons already explained, to 
buy Chicago Great Western, which earned 
1.77 per cent. on its investment in the test 
period. 

Burlington, which earned 7.02 per cent. 
on its investment, has its eastern terminal 
at Chicago, where it could form a con- 
nection with Erie and thereby obtain an 
outlet at New York. Erie in the test 
period earned 3.60 per cent. on its in- 
vestment. 

Lackawanna, which would be one of the 
hardest hit by the recapture provision, 
might give its income wider distribution 
over a larger property account by seeking 
a western outlet at Buffalo, where it could 
form» a connection with Nickel Plate, 
which earned 3.19 per cent. on its invest- 
ment in the test period. 

In this way many possible consolida- 
tions can be figured out, but some that 
appear possible are highly improbable. 
They cannot, for instance, be predicated 
solely on geographical factors. Traffic 
considerations are even more important 
and these can be determined only by traf- 
fic experts, but where heavy exchanges of 
business can take place between two roads 
it may reasonably be assumed that con- 
solidations also can occur. 


Short Lines Not Wanted 


It cannot be assumed that the strong 
roads, in an effort to take advantage of 
this situation, will acquire short-lines as 
feeders. The strong roads already get 
most of this business, and, as nearly all 
the traffic is burdened with an operating 
deficit, they would gain nothing by ab- 
sorbing the deficit. The tendency, rather, 
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will be to purchase extensions, so that the 
long-haul business may be made longer. 

In other words, there must be a profit 
in the arrangement in order to furnish a 
motive, and nearly all short-haul freight 
is handled at a loss. There would be no 
motive in guarding excess income from 
the Government merely to turn over the 
excess to the owners of another road or 
to create a situation whereby the excess 
would be wholly absorbed by operating 
losses. 

While reference has been made only to 
the disabilities of short lines, it may be 
mentioned that there are others, not so 
short, in whose interest the recapture pro- 








ROADS EARNING ABOVE 6% ON IN- 
VESTMENTS IN TEST PERIOD 


Per Cent 
Earned 


Atchison, Topeka & Santa Fe.... 6.16 
Central R. R. of N. J 

Chi. & Northwestern 

Chicago, Burlington & Quincy 
Delaware & Hudson 

Del, Lack. & Western 

Great Northern 

Louisville & Nashville 

Nash., Chat. & St. Louis 
New York Central 

Norfolk & Western 

Northern Pacific 
Pennsylvania Co. 

Pitts. & Lake Erie 

Phila. & Reading 

Union Pacific 








vision and the discarded compulsory con- 
solidation feature were largely framed, 
for which no geographical nor traffic ne- 
cessity appears to exist. As these lines 
cannot be absorbed by competitors nor 
count in the near future on the sustenance 
of a general fund, it is difficult to fore- 
see just what agency will operate to keep 
such weak roads from becoming weak=r. 

The Commerce Commission, using the 
operating figures of the railroads for the 
first nine months of 1919, computed for 


the use of the Senate Commerce Commit- _ 


tee the increased freight rates necessary to 
provide the roads by groups with 6 per 
cent. net operating income on their in- 
vestments as shown by their books. The 
estimates were as follows: New Engiand, 
28.06 per cent.; trunk line territory out- 
side New England, 15.73 per cent.; aver- 
age for all official classification territory 
roads (two preceding classes combined), 
16.74 per cent.; southern classification ter- 
ritory, 19.94 per cent.; transcontinental 
lines, 10.62 per cent.; southwestern lines, 
28.07 per cent.; other western lines, 16.28 
per cent.; all western lines (three preced- 
ing classes combined), 15.04 per cent.; 
average for all roads, 16.45 per_cent. 

There are many factors, operating in 
either direction, that would tend to dis- 
turb these calculations. Otherwise, a 
fairly accurate estimate of an individual 
road’s showing under the increased rates 
could be made. 

In the first place, the Director General 


equalized wages, yet, under private op- 
eration, it cannot be assumed that rail- 
road wages in Mississippi will always con- 
tinue as high as in Colorado, where there 
is a constant shortage of man-power. 
Hence, one cannot take the operating nets 
of the southern roads, and particularly of 
Southern Railway, under Federal con- 
trol as a basis of what the properties will 
show under corporate control. 

Many wage demands are now pending, 
and it cannot be predicted at this time 
what proportion of the increases will be 
granted, or even extorted by the men fol- 
lowing successful strikes. The shopmen’s 
wage increase granted in 1919 was retro- 
active only to June; thus, the figures for 
the first nine months of the year would 
reflect less than half the effect of this 
increase as applied to any future period. 


Question of Economies 


Much has been heard concerning the 
wastefulness of the Railroad Administra- 
tion and the lessened efficiency of the 
workers. One large railroad system: es- 
timates that the average efficiency of its 
employes during Federal control fell to 
about 65 per cent. of normal. I was re- 
cently informed by an official of one of 
the largest systems in the country that an 
actual test in one of their shops where 
day-work had been substituted for piece- 
work showed that efficiency had dropped 
to 20 per cent. of normal. 


Although wages may not be lowered 
except by authority of publicly-constituted 
boards under the new law, there is no 
doubt that a large part of the lost ef- 
ficiency of labor will be recovered within 
a reasonable period. Superfluous employes 
will of a certainty be discharged. Sav- 
ings in these directions will result in ex- 
cessive earnings under any schedule of 
rates that contemplates a continuation of 
official waste. 

The question of the volume of traffic 
is another disturbing factor. While a 
slight slump in business followed the sign- 
ing of the armistice, there was a sharp 
recovery early in 1919, with the result 
that the year made a new record in rail- 
road gross earnings, in spite of the coal 
strike and the resultant decline in traffic 
in November and December. None can 
say positively that railway traffic will de- 
cline, but recent months indicate such a 
tendency, and many railroad men predict 
that the record of 1919 will not again be 
equaled for some years. However trus'- 
worthy the prediction may be, it is clear 
that any rates designed to provide an ade- 
quate return on the basis of 1919 traffic 
would prove insufficient if the roads en- 
tered a period of diminishing traffic. 

In truth, the uncertain factors are so 
numerous that even the highest authority 
may be in error, and it is quite within 
the range of possibilities that the Com- 
merce Commission itself, with the best of 
intentions, may find that the new rates, 
based on past results, are too high or too 
low. 

It is this uncertainty that persuades me 
to counsel readers of THe MAGAZINE OF 
Watt Street to follow closely current 
earnings from month to month and passing 
developments rather than to place too 
much dependence on historical data or 
prognostications based on those data. 
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Have the Railroads Been Starved? 


Maintenance Expenditures Large, but Insufficient to Meet Heavy Wear and Tear—Govern- 
ment Should Restore Depleted Values—Lack of Rolling Stock a Big Problem—Director 
Hines Compares Transportation and Steel Costs — 


OW that the railroads have been re- 
N stored to private operation the issue 

of government ownership has faded 
into the background. Nevertheless, the 
question as to whether the roads have 
gained or lost by their brief sojourn in 
the hands of the government is of more 
than academic interest. Undoubtedly 
many temporary benefits have been 
gained through the consolidation of 
terminal facilities, ticket-offices, etc., the 








TABLE I—MILLS PER TON-MILE 

EXPENDED FOR MAINTENANCE 
Increase 

Amount over 1915 

Dec. 9% 

Inc. 39% 

5.51 Inc. 77% 








pooling of cars, centralized purchasing 
and other co-operative measures, and the 
roads have announced that many of these 
arrangements will be temporarily con- 
tinued. On the other hand, such policies 
as the standardization of locomotive 
equipment have been generally opposed 
by the roads and it is probable that there 
will now be a return to previous indi- 
vidual practices. And the largest poten- 
tial factor of economy in transportation 
from a national point of view, the routing 
of traffic along special lines without re- 
gard to individual roads’ earnings will, of 
course, be done away with now that the 
roads are returning to active competition. 

Apparently one of the lessons derived 
from Government administration is the 
proof of the advantage of a large meas- 
ure of regional; as opposed to depart- 
mental, authority. The Pennsylvania, for 
example, has recently announced that its 
system would be divided into four regions 
with a resident vice-president largely in 
control of each. 

It seems impossible to gauge even ap- 
proximately the amounts which may have 
been saved by the introduction of new 
methods and policies by the Railroad Ad- 
ministration. Such an estimate was at- 
tempted by Mr. McAdoo some time ago, 
but Director Hines has contented himself 
with an enumeration of the benefits de- 
rived and suggestions that the roads re- 
tain as much as possible of the Govern- 
ment machinery. Answering criticisms as 
to increases in wages and in the number 
of employees, he has pointed out that the 
adoption of the eight-hour day is largely 
responsible and that the unit cost of 
producing steel has increased slightly 
more than the unit cost of transporta- 
tion, wage increases in the former indus- 
try having been considerably larger than 
in the latter. 


The Deficit from Operations 
Congress has already appropriated the 
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extraordinary sum of nearly a billion and 
a half dollars to run the roads for a 
period of twenty-six months, and it is 
estimated that $436,000,000 will be re- 
quired to complete the Government's 
obligations. Of this aggregate amount, 
however, about 60 per cent. represents 
advances made for additions and better- 
ments, new equipment, etc., the amounts 
being repayable under various arrange- 
ments in periods ranging from one to 
fifteen years. The actual operating deficit 
is due in part to the strain of war-time 
operations, but more largely to the fact 
that since 1914 the average passenger fare 
has increased only 28.4 per cent. and the 
average freight rate 344 per cent.—as 
compared with 100 per cent. increases in 
materials costs and in hourly wage rates. 
While it would be difficult, because of the 
many factors involved, to work out any 
theoretical results on the assumption that 
rates should have increased simultane- 
ously with costs, such a study would 
doubtless reflect more credit upon the 
Railroad Administration than the general 
public has been disposed to bestow upon 
it. 

A more serious charge against the Gov- 
ernment is the general decline in labor 
efficiency. This tendency has been mani- 
fest throughout industry to a large ex- 
tent, being largely an aftermath of war- 
time prosperity and labor unrest, but it 
seems to have been specially prevalent in 
transportation, for one large railroad 
after careful investigation issued the 
statement that the output of its main- 
tenance employees had decreased 40 per 
cent. as measured by pre-war standards. 

There has also been a_ noticeable, 
though not serious, decline in efficiency 


time the amount of coal consumed per 
locomotive-mile increased by about 3 per 
cent. It is unfortunate that these results 
are not obtainable in average form for 
the whole period 1918-19, as well as for 
the pre-war period. The monthly figures 
may have been affected somewhat by 
weather conditions and possibly the 1919 
results were due in part to disturbing ef- 
fects of the coal strike, but taken as a 
whole they seem to indicate a decline in 
transportation “morale.” 


Has Maintenance Been Adequate? 


A great deal of criticism has been 
leveled against the Administration by 
railroad interests on the ground that the 
Government has failed to adequately 
maintain the properties. In the original 
railroad act by which the roads were 
taken over, the Government pledged itself 
to return the roads in as good condition 
as it received them. It therefore seems 
likely that if the roads are dissatisfied 
with the amounts allowed for main- 
tenance expenditure, and are able to 
prove their case, they will have recourse 
either through Congress or the courts to 
additional sums in compensation for the 
use of their properties. However, owing 
to the sudden great shift in values, the 
complicated accounting problems, etc., it 
does not seem likely that any result can 
be arrived at for some time—possibly not 
until the Federal valuation is completed. 

Some new comparisons of maintenance 
expenditures, presenting the results on 
the basis of production units may be of 
interest. Table I gives a comparison of 
the amounts expended for maintenance by 
all Class I roads (roads with annual 
revenues over $1,000,000) in proportion to 








TABLE II—RATIOS OF EXPENSES TO REVENUES, CLASS I ROADS. 


M.E. 
Exp. 
15.5% 
159 
16.4 
175 
173 
16.5 
16.6 
17.1 
22.5 
23.7 


M.W:S. 
Exp. 


Year 


Trans. Total 
Exp. 
35.5% 
35.9 
352 
36.1 
34.9 
32.3 
32.7 
37.5 
41.7 
423 


Total 
Maint. 


*Calendar years. Previous years ended June 30th. 











during 1919. Operating statistics issued 
by the Railroad Administration indicate 
that in the month of December, 1919, 27 
per cent. of all locomotives were un- 


_serviceable, compared with 24.6 per cent. 


in 1918. The train load decreased 4.3 per 
cent. and average train speed 2 per cent., 
making a general decline in freight train 
efficiency of 5.9 per cent.; at the same 


- 


total ton-mileage. 

The increase of 77% in expenditures 
per unit of freight transportation does 
not take into account the fact that pas- 
senger traffic increased at a faster rate 
than freight traffic. And while this per- 
centage might balance fairly well the in- 
crease in costs since 1915, we must still 
take into account the large decline in effi- 
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ciency of labor. Moreover, the fact that 
the roads have been jammed with traffic 
for nearly three years, and that during 
that time the amount of equipment in 
service has been increased by but a slight 
percentage, makes it apparent that the 
depreciation of roadbed and equipment 
has been going on at an abnormal rate. 

Does the principle of “increasing re- 
turns” enter into the problem of war-time 
costs of transportation? In other words, 
has the fact that the roads have been 
operating at their full capacity allowed 
them to reduce their unit costs? The 
question is so complicated that the well- 
known “yard-stick” of transportation 
efficiency, the operating ratio is no longer 
of much value. Nevertheless, it may be 
worth while to compare the changes in 
the various ratios over a ten-year period, 
as shown in Table II. 

It will be noted that the ratio for total 
maintenance has increased somewhat 
faster since 1915 than the transportation 
gatio, which is a small point in favor of 
the Administration, since the same cost 
zand efficiency factors affect both ratios. 
However, this might well be offset by the 
-fact that deferred maintenance in 1917 
snecessitated larger expenditures in 1918. 

In spite of the fact that, as indicated 
iin the above table, Maintenance of Equip- 


ment expenses have increased much faster 
than Maintenance of Way and Structures, 
deferred maintenance at the present time 
is probably greater for rolling-stock than 
for road-bed and other facilities. As al- 
ready indicated, this is due to the fact 
that practically the same amount of 
rolling-stock has had to carry nearly 50 
per cent. more traffic. While the increase 
in the train load from 474 tons in 1915 to 
694 in December, 1918, and 664 in De- 
cember, 1919, has doubtless permitted 
much greater efficiency from the view- 
point of the transportation department, it 
has greatly multiplied the problems of 
the maintenance department. 


New Equipment the Problem 


The basic problem confronting the 
railroads at the present time is the car 
shortage and the need for new equip- 
ment. While traffic at the present time is 
very heavy, it is quite possible that 1920 
as a whole will show a slackening of busi- 
ness, and on this assumption some roads 
may attempt to postpone purchase of new 
equipment still longer in hope of a de- 
cline in prices. However, a large amount 
of railroad buying is already assured, 
now that the railroad bill has been passed. 

The Railway Age estimates that within 





the next three years the railroads must 
acquire over 13,000 locomotives, 700,000 
freight cars, and 24,000 passenger cars. It 
is also stated that the- roads should con- 
struct about 6,000 miles of new main line, 
15,000 miles. of double-tracking and 30,000 
miles of yard and sidings tracks. The 
total cost of these new facilities is placed 
at $6,000,000,000. 

With their financial problems solved at 
least in part, the railroads will undoubt- 
edly soon enter upon a campaign to re- 
habilitate their properties, though whether 
their expenditures can equal the large 
figure just named seems questionable. De- 
spite the high cost of capital, they can- 
not delay longer if they wish to compete 
actively for traffic. New capital will now 
receive a greater degree of protection and 
consideration, and the Government will 
continue to finance the needs of the roads 
to some extent. 

It is to be hoped that the railroads will 
find themselves stimulated rather than de- 
pressed by their brief experience with 
government control. At the same time, 
it is expected that the economic advan- 
tages inherent in private administration, 
with effective government control, will be 
amply demonstrated, and that old tradi- 
tions of American transportation effi- 
ciency will be conserved. 


Railroad Traffic and Equipment Prospects 


Importance of the Problem of Financing—Two Sides of the Car Shortage Question—Traffic 
Expansion Under New Conditions 


HE outstanding feature of the rail- 
road traffic situation of today is the 
car shortage. From coal mines, steel 

mills, manufacturing and grain elevator 
plants come complaints that the existing 
railroad equipment is insufficient to carry 


By JAMES GARRISON 


until business depression lessens the 
amount of freight to be-carried. As far 
as more efficient utilization of equipment 
goes, prominent railroad men believe that 
the utmost possible in this direction is 
being done at the present time. They 
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TYPE OF LOCOMOTIVE FOR HEAVY TRAFFIC 


Having a tractive power of 147,200 pounds, this product of the American Loco- 
motive Company is in use on the Virginia Railway 


the traffic that it must carry at the present 
level of industrial activity. 

Outside of simply refusing to carry 
traffic, there are only three things to be 
done in a case of acute car shortage. One 
can build new equipment, or make more 
efficient use of the old equipment, or wait 


point to the records of one big road 
which, considered an efficiently-operated 
road before the war, has _ increased 
its traffic as measured in ton-miles 
by 70 per cent while the amount of equip- 
ment stood practically stationary. 
Statistics have been compiled for the 


amount of ton-miles carried per head of 
population in the United States. In 1900, 
this figure was 1,863; in 1910, 2,773; and in 
1918, 3,871 ton-miles, measuring the in- 
creased business the railroads have had 
to.do in the last nineteen years. Passen- 
ger statistics show a similar rate of in- 
crease, as the miles traveled per head of 
population increased from 211 in 1900 to 
411 in 1918. 

While the work to be done by the rail- 
roads increased so rapidly, their facilities 
for doing it increased far more slowly. 
In terms of percentages, between 1905 and 
1915 the average annual increase in ton- 
miles of traffic for all the railroads of the 
United States was 6.1 per cent, while the 
number of freight cars available to handle 
the traffic increased at the annual rate of 
3.6 per cent. Since then, so far as traffic 
is concerned, has come the boom period 
for the railroads. The number of ton- 
miles carried has increased at an annual 
rate of 14 per cent, while the number of 
freight cars provided for it has actually 
decreased proportionately, averaging about 
1.5 per cent. 

In other words, as the traffic has be- 
come heavier, the equipment provided to 
carry it has become less and less suffi- 
cient, the margin between traffic and facili- 
ties widening steadily. These figures give 
us a means of estimating the shortage of 
cars now existing, on the basis of pre-war 
standards of railroad service. Had the 
number of cars built since 1915 been com- 
mensurate with the increase in traffic, 
some 700,000 of them would have been 
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éonstructed. As it was, only 120,000 were 
built. Hence the shortage according to 
this estimate would amount to 580,000 
cars. 

In a way this estimate is corroborated 
by the figures given by Howard Elliott, 
president of the Northern Pacific R.R. 
He calculates the needs of the railroads at 
600,000 freight cars, 20,000 locomotives, 
and 20,000 passenger cars. We shall have 
occasion to refer to this estimate on an- 
other occasion. 

“But,” it may be objected, “shortage or 
no shortage, the traffic has actually been 
carried. Why should it not continue to be 
adequate?” True, the traffic has been car- 
ried, but only by dint of one device after 


another which for dissimilar reasons are 


now unable to work. 

For one thing, during the war, first the 
Railroad War Board, then the United 
States Railroad Administration, had the 
cars loaded heavier than they ever had 
been before, and in thousands of instances 
forced consignees to accept heavier ship- 
ments than they wanted. On some kinds 
of goods they would not let a car go out 
unless it carried 60,000 pounds of freight 
when the previous maximum had been 
36,000. It is obvious that once removed 
from the control of the Government, com- 
petition among the railroads in service 
will lead them to restore more flexibility 
in fixing the car-load minimum than rigid 
Governmental regulation. 

Another way was to route a good deal 
of merchandise of non-essential character 
by rail-and-water or all-water routes, util- 
izing in this way the canals and the inland 
waterways, as well as coastwise traffic. 
During the stress of war-time emergency 
the shipper was willing to stand for this 
routing, though it meant annoying delays, 
partly because the transportation by water 
is inherently slower and partly because 
terminal equipment on most of our water- 
ways, natural and artificial, is inadequate 
to handle business in the volume that has 
come to it since 1917. 

In addition, centralized operation, as all 
railroad men will admit, has certain op- 
erating advantages in the way of greater 
efficiency in the utilization of a given 
amount of equipment, whatever may be 
said of Government operation or owner- 
ship. These advantages will necessarily 
be lost with the return of the roads to 
their owners. 

So the load on the railroads will be in 
some ways harder for them to bear than 
in the last two years. The growth of 
traffic in absolute terms may be shown by 
the following figures of ton-mileage car- 
ried by all American roads: for 1916, 340,- 
000,000,000 ton-miles; for 1917, 400,000,- 
000,000 for 1918, 408,000,000,000, and for 
1919, what with industrial depression in 
the early part of the year, and the coal and 
steel strikes in the latter half, an estimated 
figure of 360,000,000,000. 

The need of the railroads for new equip- 
ment is therefore not to be disposed of by 
the airy suggestion that they might make 
more efficient use of their present equip- 
ment. The only way in which they have 
been able to carry the staggering burdens 
of past years has been through the exer- 
tion of superhuman efforts and recourse 
to methods now no longer feasible. There 
is left the possibility of a significant de- 
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cline in amount of business to be handled, 
coincident with the general decline in 
business prosperity. Railroad men are not 
leaving out of sight this possibility, though 
differences of opinion are wide as to how 
long the present prosperity will last before 
a check of some kind appears. Some of 
them have said that after all, estimates of 
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trust certificates on the basis of them. 
Most railroads now realize that should 
they try to do this at the present time, 
they would have to pay ruinously high 
interest rates upon these certificates. Not 
only has the general level of investment 
yields gone up, but railroad securities in 
particular are subject to demands for a 


A LOCOMOTIVE ASSEMBLY SHED 
To keep the rolling stock of a railroad in efficient trim, much repair work is 
necessary. This picture shows the workroom of the C. O. P. C. Railway, with 
pits for thirty locomotives 


car shortage and the need of new equip- 
ment are based upon the present activity 
of business, and should the roads go ahead 
with their equipment orders on this basis, 
by the time their orders are filled they 
may find themselves with more equip- 
ment on their hands than the then current 
industrial conditions find any use for. 

Undoubtedly in one way a decline in a 
certain type of railroad traffic may be 
looked for without unreasonable pessi- 
mism. This is in export business, the vol- 
ume of which particularly in the past year 
was a strain not only upon haulage but 
upon terminal equipment, leading of late 
to the adoption of rerouting expedients to 
take care of the volume of freight shipped 
to the big Atlantic harbor cities for ex- 
port. With the decline in foreign ex- 
change and the determination of Euro- 
pean nations particularly to supply their 
needs from their own resources so far as 
possible, export trade has already shown 
marked signs of a downward tendency, 
and it is difficult to believe that the end 
of this trend has been reached. 

Should similar phenomena begin to ap- 
pear in the domestic trade and traffic of 
the country, it would be obviously neither 
conservative nor far-seeing to burden the 
roads with millions of doftars’ worth of 
equipment which would not justify its ex- 
penditure by the amount of business it 
could handle. 

More than this consideration, however, 
one factor which is preventing many rail- 
roads from buying the amount of equip- 
ment which they would normally be ex- 
pected to do in view of their deferment of 
needed purchases, is that they simply can- 
not pay for what they should like to buy. 
In the past it has been customary for rail- 
roads to buy equipments and issue car- 


yield that in times past would have been 
considered ridiculous. 

Of course the stronger railroads are 
able to do their buying with their own 
cash, paying outright without the neces- 
sity of mortgaging the equipment. Few 
roads, however, are in this enviable posi- 
tion, and for most of them the only hope 
is that the Interstate Commerce Commis- 
sion, by virtue of the Esch-Cummins Act, 
will permit them to charge such rates as 
will eventually put them in a position to 
buy such equipment as they need. 

It is not believed that the Government 
revolving fund of $300,000,000 will be put 
to any such use as that of buying equip- 
ment for roads too weak to do their buy- 
ing themselves, and in any case, according 
to the current estimates of railroad needs, 
$300,000,000 would be only a splash in the 
pail. 

A railroad executive has told the writer 
that in his opinion these estimates, such as 
that mentioned above on the authority of 
President Elliott, of the Northern Pacific, 
were too high. He believed that the one 
error that vitiates them is the fact that 
they are based on the present rate of traffic 
and present operating conditions under 
Government control, and should traffic de- 
cline and centralization cease, things will 
look very different. 

The Elliott estimate calls for the expen- 
diture of $3,000,000,000 on equipment 
alone, with an extra $3,000,000,000 for im- 
provements and maintenance. It is note- 
worthy in this respect that the Govern- 
ment’s Railway Administration spent 
$500,000,000 in two years on betterments, 
whereas James J. Hill, the very type of 
far-seeing railroad executive, predicted 
over ten years ago that the railroads’ re- 
quirements would be $1,000,000,000 a year, 








and that before the present rise in the 
general price level. To what extent this 
estimate will have to be scaled down on 
theoretical grounds is doubtful, as the 
most widely-varying estimates are given 
of deferred maintenance and improve- 


ment expenditures. . 

As a practical matter, however, sheer 
financial inability to undertake the gigantic 
enterprises involved, in the case of most 
roads, will be the great obstacle that the 
roads will have to overcome. Until some 





way around, or over, or under, this ob- 
stacle is found, most of the talk now 
heard in high places, and in places not so 
high, as to the great railroad buying that 
is to come, will have to be taken with a 
barrel of salt. 


Railroad and Liberty Bonds Compared 


Highest Grade Railroad Issues, for Average Investor, Selling Too High and Out of Line with 


7 He normal income tax of a New 
York State bondholder is now 5 per 
cent., of which 4 per cent. is Federal and 
1 per cent. state. The’ normal income tax 
of a non-resident bondholder is 4 per 
cent. These two rates of taxation 
amount, respectively, to 0.2 per cent. and 
0.16 per cent. in the income from a 4 
per cent. bond. If the bond be purchased 
at a discount and held to maturity, the 
tax would be theoretically applicable, of 
course, to the appreciation, and should 
be computed, therefore, on a yield per- 
centage that has taken account of amorti- 
zation. While the tax on the appreciation 
would not be collectible until the bond 
was sold or had matured, in considering 
the yield relations between a taxable and 
a non-taxable bond at a given time, the 
final susceptibility of the appreciation to 
tax must be taken into account. Thus, 
on bonds offering a yield of 5 per cent. or 
thereabouts, the respective taxes of resi- 
dents and non-residents of this state 
would be 0.25 per cent. and 0.2 per cent. 

In other words, the New York State 
investor must buy a railroad bond, when 
the company does not covenant to pay 2 
per cent. of the normal tax, to yield 5.25 
per cent. in order to realize as good a net 
return as is obtained from the purchase 
of a Liberty bond at a price to yield 5.00 
per cent. The present relationship be- 
tween the prices of Liberty bonds and of 
the highest grade railroad bonds raises 
the question whether the latter are not 
selling too high for the individual investor. 

With respect to the exemption feature 
of bonds under the normal tax, savings 
banks and other institutions occupy a posi- 
tion quite different from that of the indi- 
vidual. Banks are not taxed on interest 
receivable, because interest payable, ex- 
penses, etc., consume most of the gross 
income. Bond interest, instead of being 
net income subject to tax, as is the case 
with most individuals, is simply one source 
of revenue, most of which is deductible 
in one form or another before arriving 
at the taxable income. The normal tax on 
bonds, thérefore, is an inconsequential 
item for savings banks. 


It is this factor, probably, that accounts — 


in a measure for the present relationship 
between prices of railroad and Govern- 
ment issues. The other factor is the 
difference in the strength of the respec- 
tive holders of the two kinds of bonds. 
The highest grade railroad bonds are in 
the strongest hands; Liberty issues largely 
in the weakest. The selling pressure ex- 
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Government Issues 


erted against one is lacking in the case 
of the other. 

At the present time, the highest grade 
railroad bonds, such as Union Pacific 
prior lien fours, Lake Shore general 3%s 
and Illinois Central general fours, are 
selling to yield about 5.10 per cent. A 
grade below, among which may be in- 
cluded such bonds as Atchison general 
fours, is selling to yield about 5.20 per 
cent. 

Among bonds of this class, these yields 
are the highest on record, and the price 
of the bonds, measured over a long period, 
may confidently be expected to work much 
higher. Nevertheless, it is at least open 
to question whether they are not too high 
for the individual investor. 


World’s Premier Security 


Since the war, Liberty bonds have sup- 
planted British Consols as the premier 
security of the world. If anything in this 
life is beyond debate, the security for the 
principal of and interest on Liberty bonds 
is beyond argument. At the worst, the 
operating incomes of the railroads might 
be taken under tax levies to fortify the 
Government issues. When the time comes 
for a general price recovery in bonds, it 
is difficult to see how any other class of 
security can be forced, even by artificial 
means, beyond the investment level of 
Liberty bonds. Yet, these Government 
issues are selling to yield more than some 
of the best railroad bonds. 

At 90, the fourth Liberty 4%s yield 
about 5.09 per cent and they have sold 
to net 5.10 per cent. At 97%, the Victory 
4%s yield about 5.58 per cent. At 92%, 
the third Liberty 4%s, selling between the 
other two, yield about 5.34 per cent. 

The difference in the yields is accounted 
for by the difference in the length of 
maturities. Everyone realizes that all 
bonds “are wunprecedentedly low, and 
nearly everyone concedes that they will 
sell higher in the near future. Thus, 
given Government security, there are 
many who rather have 5.09 per cent for 
18% years than 5.58 per cent for three 
years, because they realize that Govern- 
ment credit will call for a yield of 4 per 
cent or even 3 per cent long before the ex- 
piration of the 18% years. 

It has become an axiom of investment 
science that the time to buy long term 
issues is in periods of high money and 
the time to buy short term issues is in 
periods of low money. The reasons are 
obvious. Of all securities bought in a 


period of high money, that which shows 
the greatest profit in a time of low money 
has the most remote due date. Contra- 
wise, the short term note purchased in a 
period of low money matures and is paid 
at par before money has time to work 
higher and prices lower. 

This factor, the operation of which as 
between Government issues has been 
shown, also operates as between Govern- 
ment and railroad issues. 

It is obvious from what has preceded 
that a railroad bond, where no part of 
the normal tax is paid by the issuing 
corporation, must yield 5.35 per cent, to 
be as attractive to a New York State indi- 
vidual investor as a Liberty bond selling 
to yield 5.10 per cent—security and other 
investment factors being deemed equal. 
Hence, when such an individual buys a 
railroad bond to yield less than 5.35 
per cent. he is basing his operation—if 
he thinks at all—on the speculative at- 
traction in the longer term railroad bond, 
with its greater appreciation as money 
rates fall. 


A single illustration will suffice. Lake 
Shore & Michigan Southern 3%s of 1997 
are selling around 69%, at which they 
yield about 5.10 per cent. Liberty fourth 
4%s of 1938 are selling to yield about 5.09 
per cent. and, on the 5.10 per cent. basis, 
would be quoted at 89.60. Assuming that 
Government and railroad credit instru- 
ments recover at the same rate, the prices 
of the two particular issues cited would 
recover at very different rates, due to the 
difference in maturity. 

The 77 year railroad 334s, moving from 
a 5.10 to a 3.10 basis, would advance in 
price from 69.35 to 111.62. The 18% year 
Government 4%s, moving from a 5.10 to 
a 3.10 basis, would advance in price from 
89.60 to 116.09. The profit in the railroad 
issue would be 4227 points and in the 
Government issue 26.49 points, or a dif- 
ference of 15.78 points in favor of the 
long term bond. 

This offers the only reason for the aver- 
age individual investor buying a corpora- 
tion bond in preference to a Government 
bond, when they are selling near the same 
yield basis, and such an investor should 
make sure that the corporation bond is 
not callable at par or at a nominal pre- 
mium. ° 

Unless an investor wishes to speculate 
on an improvement in bond prices by ob- 
taining an exceptionally long term issue, 
the best railroad bonds are selling too 
high and out of line with Liberty bonds. 
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Three Bargains in Railroad Bonds 


Colorado & Southern Refunding 4Y%s—Rock Island, Arkansas & Louisiana’ First Mortgage 
4Y4s—Denver & Rio Grande Improvement ss. 


‘THE amendment last year to the New 
York State Banking Law providing 
that the bonds of railroads, which 

had suspended dividends during the 

period of Federal control, should suffer 
no prejudice on that account in their 
legal feature raised in my mind the ques- 
tion why any bond should ever have been 
more highly regarded because the issuing 
corporation paid dividends for a given 
period. Other factors being equal, it 
seems to me that the bonds of a road 
which is putting surplus earnings into 
the property are better than the bonds 
of a road which is disbursing a large 
proportion of net income to its stock- 
holders. Indeed, it is a question whether 
the bonds of the company, in the inter- 
est of which the amendment was passed, 

did not begin to improve the very day 

the directors voted to pass the dividend. 

A rational banking law would prescribe 
as legal for the investment of savings 
funds the bonds of a road whose earn- 
ings bore a high ratio to interest charges. 
Then, if it were desired to cover the ques- 
tion of dividends, instead of encouraging 
disbursements to the stock, the law would 
inhibit dividends beyond a certain per- 
centage of net income applicable to the 
stock. 

A few railroads have paid dividends al- 
most since their organization and still en- 
joy high credit, but the general history of 
railroad finance shows that most prop- 
erties pass through alternating periods or 
cycles of prosperity and adversity. An 
aged investor, having held a widely di- 
versified list of railroad bonds for forty 
years, would have saved money by sell- 
ing his legal bonds about the time the 
bulk of the issues found lodgement in the 
savings banks. 

About the only desirable bond factor 
created by legality is marketability, and 
this need concern the individual investor 
only when he is seeking temporary in- 
vestment of funds. It is a question even 
then whether he will not find short-term 
notes better suited to his purpose. 

Some of the second grade railroad 
bonds are weak marketwise rather than 
intrinsically. It is sometimes difficult to 
determine the causes that produce such 
results, but foreign selling may account 
for prices in certain instances. In others, 
the price recession has probably been due 
to the supersensitiveness of bondholders 
who sell at the first sign of disturbance 
and in total disregard of the nature of 
their security. I have never known a 
railroad reorganization in the course of 
which bonds, that could not be disturbed 
by any workable plan, were not dumped 
on the market at much below their invest- 
ment worth at the time. 


Some Cheap. Bonds 
I have in mind three railroad bonds 
that are now selling much below their 
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respective investment levels, due to one 
or more of the foregoing causes. 
Colorado & Southern Railway System, 
which includes Fort Worth & Denver 
City, was one of the few properties to 
earn more than its rental in the first 
two years of Federal control. In 1918 
the parent company earned considerably 
more than rental and the subsidiary con- 
siderably less. In 1919 this situation was 
reversed, but in both years the two roads 
jointly earned more than their compensa- 
tion. In 1916 and 1917 the system earned 
a substantial return on the common stock 
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COLORADO & SOUTHERN 
imes Bond Interest Earned 
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after dividends on both classes of pre- 
ferred, and hypothetical earnings on an 
operating basis in the two years succeed- 
ing were nearly as good. 

The investment in road and equipment, 
not including investments in affiliated 
companies, exceeds $77,000,000, against 
which there is a mortgage debt of about 
$49,500,000. First mortgage four per cent. 
bonds are outstanding in the sum of $19,- 
400,000. The refunding 4%s of 1935, 
which seem attractive at present levels, 
are secured by a second mortgage on 
1,002 miles of road and a first lien on 
all the stocks and bonds of the companies 
owning 706 miles of road, including 
Wichita Valley and Trinity & Brazos 
Valley, and on all the stocks of com- 
panies, whose bonds are not pledged 
under the mortgage, owning 556 miles 
of road. This issue, therefore, is a sec- 
ond or first lien on 2,304 miles. The 
amount outstanding is $30,174,900, and, 
including all prior liens, is at the rate of 
$26,471 a mile. 

An additional element of strength lies 
in the control of the road, about two- 
thirds of whose stock is owned by Chi- 
cago, Burlington & Quincy, one of the 
best financed and most profitable rail 
properties in the United States. The re- 
funding 4%s are listed in London, Berlin, 
Amsterdam, Frankfort, Zurich and Basle, 
and selling from these centers probably 
accounts for the present price. Around 
70, the bonds yield nearly 8 per cent. 


A Rock Island Issue 

It is seldom, indeed, that one has an 
opportunity to buy a first mortgage divi- 
sional railroad bond, guaranteed by the 
operating system, at a price to yield 9.80 
per cent., but this is the presehit market 
position of Rock Island, Arkansas & 
Louisiana 4%s of 1934. 

While Chicago, Rock Island & Pacific 
failed to earn its rental during Federal 
control, it made a much better showing 
than the roads as a whole, and, in both 
1918 and 1919 came within a small mar- 
gin of covering its charges on a hypo- 
thetical basis of operations. In fact, its 
operations in the past two years disclose 
that it could live on an increase in freight 
rates that would starve some of its neigh- 
bors. 

The official valuation of Rock Island is 
further advanced than that of any other 
large system and enough is known to 
demonstrate that the ultimate findings of 
the Commerce Commission will more 
than sustain all the capital issues of the 
corporation at par. In spite of these 
showings, all the bonds of Rock Island 
are selling low—too low, I think, when 
measured against current quotations for 
the three stock issues—but none of them 
offers the attractions of the Arkansas & 
Louisiana 414s. 

These bonds, outstanding in the sum 
of $12,965,000, are secured by a first mort- 
gage on the 363 miles of road forming 
the Rock Island, Arkansas & Louisiana 
Railroad, an essential part of the sys- 
tem, or at the rate of about $36,000 a 
mile. They are guaranteed, principal and 
interest, by Chicago, Rock Island & 
Pacific. 

This guaranty, as was recently decided 
by the United States courts of highest re- 
sort in the case of Western Pacific 
against Denver & Rio Grande, underlies 
Rock Island stocks. In the event of a 
default in either principal or interest, 
bondholders would not only take Rock 
Island, Arkansas & Louisiana’s physical 
property free of debt, but would be en- 
titled to a deficiency judgment taking 
precedence of Chicago, Rock Island & 
Pacific stock. 

Selling around 60, the bonds yield about 
9.80 per cent, or more than the stock- 
yields on Rock Island’s 7 per cent. and 6 
per cent. preferred issues at current 
levels. 


A High Yield Bond 

The reorganization confronting Denver 
& Rio Grande accounts for the low 
prices at which its bonds are selling, and 
especially the improvement fives of 1928, 
which have been changing hands at prices 
to yield from 11% per cent. to 12 per 
cent. As an instance of the vagaries in 
present railroad bond prices, it may be 
pointed out that the first and consoli- 
dated 4s and the 4%s, both issued under 
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the same mortgage and maturing at the 
same time, were recently selling only 1% 
points apart. At these prices, the yield on 
the 4%4s was 88 per cent., compared with 
8.30 per cent. for the 4s, or a full fifty 
hundredths in the yield for two bonds 
identically the same except in the matter 
of rate. 

Denver & Rio Grande first and con- 
solidated bonds, outstanding in the sum 
of $40,507,000, are secured by a first and 
closed mortgage on 1,627 miles of road, 
or at the rate of $24,590 a mile. The 
improvement fives, of which $8,335,000 
are outstanding, are secured by a sec- 
ond and closed mortgage on the same 
mileage, being at the rate of $5,061 a mile, 
or a total of $29,651 a mile for both 
issues. Junior to the improvement fives 
are $32,690,000 first and refunding fives 
and $10,000,000 adjustment mortgage 7s, 


for which the only valuable security is 
$7,000,000 first and refunding fives. Thus, 
in one form or another, there are about 
$40,000,000 mortgage bonds junior to the 
improvement fives. 

The pending reorganization can follow 
but one of two general plans. Either 
the holders of the first and refunding 
fives will take stock for their equity and 
provide the $10,000,000 or $15,000,000 
money the property needs, or Western 
Pacific, taking a junior stock for its judg- 
ment and giving a senior stock position 
to the holders of the first and refunding 
fives, must assume responsibility for the 
needed financing. In either event, there 
is no likelihood that any mortgage under- 
lying the first and refunding fives will be 
disturbed, while the cancellation of the 
existing junior mortgage and the provi- 
sion of new money under another mort- 





gage will strengthen all the underlying 
liens. 

The present price of the improvement 
fives is due in part to a delay of a few 
days that occurred last summer in the 
payment of interest. The receiver was 
unable to obtain money from the Di- 
rector General, notwithstanding that gov- 
ernment compensation provided about 
$2,200,000 after.all charges. In this emer- 
gency, the Equitable Trust Company, act- 
ing for Western Pacific, whose judgment 
it wished to protect, purchased the ma- 
tured coupons which were later re- 
deemed by the receiver. Thus, it will be 
seen that both parties to the issue raised 
by the pending reorganization must take 
care of the improvement fives in order 
to protect their own respective positions. 
Rock Is. vol. 25, p. 671, Den. & Rio G., 
vol. 25, p. 469. 


How Cheap Are Low Priced Rails? 


An Analysis of Fifteen Active Railroad Stocks Discloses That Some of Them, Low in Price, 


UY the low-priced rails with your 

eyes shut!” was the advice sent 

out a few weks ago, by a large 
brokerage house. At the same time, 
other houses gave more specific coun- 
sel, a good deal of which disclosed that 
the eyes of the counsellors were partly 
shut. All the advice proved good for 
those who sold a few days later, but some 
of the advice, for those who were buy- 
ing to hold for a substantial advance, is 
likely to find the buyers selling later 
with their eyes wide open. 


May Prove Dear in Fact 
By CHARLES REMINGTON 


a carefully weighted consideration to 
such factors as relationship between 
bonded debt and stock capitalization, 
debt and capital per mile, operating re- 
sults under Federal control, the prob- 
ability of these results being better or 
worse under corporate control, the possi- 
bilities of a road’s territory, the strength 
of competition and the likelihood of ab- 
sorption by a stronger road where such 
likelihood exists. 

The result of applying the foregoing 
tests to these speculative issues convinces 








TABLE I—COMPARIS ON OF STOCK PRICES. 


Road 
Pere Marquette 
West. Pacific 
St. L. San Fran 
Chic. R. I. & Pac 
Miss. Pacific 
Kan. City Southern 
Southern Railway 
N. Y. Chic. & St. L. 
N. Y. N. H. & Hartford 
Seaboard Airline 
Texas & Pacific 
Wheel. & Lake Erie 
Wabash 

Erie 
Denver & Rio Grande 


*To March 8. 


1919 1920 

High Low High 

35% 32 

26 27% 
27% 25% 
32% 41% 
38% 31% 
24% 19% 

33 26% 
33% 

40% 

12 

70% 

18% 

13% 

33 

15% 








Is a low-priced rail always a cheap 
rail? 

I have selected fifteen of the most 
active low-priced rails and arranged them 
in the order of their desirability, as it 
appears to me, at current prices, in an 
effort to determine their relative cheap- 
ness. In this arrangement, I have given 
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me that some of them are very cheap, 


some of them doubtful purchases and: 


some of them impossibly dear. 
(1) Pere Marquette 
Pere Marquette common has been se- 
lected for first rating in preference to 
Western Pacific common after much con- 
sideration and for the reason that its 


trafic growth under Federal control 
seems to be freer from arbitrary routing. 
I am not at all sure that Western Pacific 
has profited by artificial diversion of 
freight, for both claims and disclaimers 
can be obtained on this subject, but in 
the case of Pere Marquette opinion 
seems to be agreed that the road’s oper- 
ating results are based on the remarkable 
growth of its territory in the last few 
years, and especially the growth of the 
motor industry in that territory. On the 
other hand, Western Pacific’s excellent 
showing began about the time its opera- 
tion was taken out of the hands of the 
Federal Manager of Southern Pacific and 
turned over to its own Federal operating 
officers. Moreover, Western Pacific has 
been making a much better showing than 
Pere Marquette since November. This 
leaves me in a position where I might 
want to reverse my judgment as between 
these two stocks after the March oper- 
ating results—the first under corporate 
control—become available, but until then 
1 prefer Pere Marquette when it is sell- 
ing only two or three points above West- 
ern Pacific. 

In 1919 Pere Marquette reported a net 
operating income of $6,717,880, compared 
with $3,851,485 in 1918 and rental of $3,- 
748,196, or a large profit for the Gov- 
ernment in the second year of Federal 
operation and a nominal profit in the 
first. Had the road been operated for 
its own account in 1919 it would have 
earned, with other income and charges 
as reported for 1918 about $8.00 a share 
on the common stock, after payment of 
dividends on the prior preference stock 
and allowance for dividends unpaid on 
the preferred. In this connection, it 
should be remembered that a dividend 
has begun to accumulate on the preferred 
stock ahead of disbursements to the com- 
mon—a circumstance in which this com- 
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pany differs from the Western Pacific. 

Pere Marquette, like Western Pacific, 
has recently been through a drastic re- 
organization. Its total capital issues, in- 
cluding stocks and bonds, are consid- 
erably less per mile than those of West- 
ern Pacific, but, in relationship of bonded 
debt to stock, Western Pacific has the 
stronger financial structyre. Moreover, 
Western Pacific’s mileage was more cost- 
ly to construct, and tariffs in the future 
will be based on investments and oper- 
ating costs by regions. 

The technical position of Pere Mar- 
quette common is probably improving. 
Several months ago a large block of the 
stock that had reposed in the financial 
district for some years changed hands 
and has been receiving good distribu- 
tion ever since. The issue has been wide- 
ly circularized as a good speculative in- 
vestment, which it seems to me to be, 
and is undoubtedly passing out of the 
hands of investment bankers and brokers. 

As long as Pere Marquette common 
does not move high enough to get out of 
line with the other low-priced rails, I 
believe, in the light of such knowledge 
as can be obtained at this time, that it is 
the best buy in the list. 


(2) Western Pacific 

In a recent chat with Charles M. 
Levey, president of Western Pacific, he 
epitomized the situation in the remark: 
“Don’t forget that Western Pacific has 
a one-per-cent. grade in a three-per-cent. 
country |” 

In other words, Western Pacific, given 
the traffic to justify the investment, which 
is large, will prove to be one of the most 
profitable roads in the United States. 
Last October, when there was a tie-up 
on Southern Pacific and Atchison, West- 
ern Pacific, with its own motive power, 
handled the excess business in addition 
to its own on a 45% operating ratio, 
against about 80% for the country at 
large in the same month. In this month, 
the road earned 51% of a full year’s 
standard return—a showing unequaled 
by any road in any month during the 
whole period of Federal control. Again 
in December, Western Pacific saved 40% 
f gross revenue for net operating in- 
come, compared with about 234% for the 
roads as a whole, 

It is difficult to analyze Western 
Pacific’s 1919 operating results for the 
reason that the road was operated for 
the first seven months of the year by 
the Federal Manager of Southern Pacific 
and for the last five by its own Federal 
manager, but I have computed the hypo- 
thetical return on the common stock on 
the basis of twelve months and on the 
basis of the last five by applying the 
Railroad Administration’s weighted ratio 
of traffic for the period from August to 
December, inclusive. Under the mixed 
management, or for a full year, the com- 
pany earned at the rate of $2.32 a share 
on its common stock. Under independent 
management, or on the basis of the last 
five months of 1919, the company earned 
at the annual rate of $8.06 a share on the 
common, approximately the same as Pere 
Marquette. 

With the exception of Lackawanna, 
Pittsburgh & West Virginia and possibly 
a few small roads that do not occur to 
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me, Western Pacific’s debt in ratio to its 
investment is the smallest of any railroad 
in the country. Against $20,000,000 bonds 
outstanding, the company has on deposit 
with its trustee more than $11,000,000 in 
cash, leaving a net debt, aside from $3,- 
600,000 equipment trusts, of about $9,- 
000,000, or around $8,000 a mile. There 
are 115 miles of this road through the 


(3) St. Louis-San Francisco 

The excellent operating showing of 
St. Louis-San Francisco Railway during 
Federal control, and particularly during 
the second year, has puzzled many peo- 
ple, because it is well known that the 
company, operating in highly competitive 
territory, has had no friends at court. 
I attribute the result largely to the fact 








TABLE II—PER CENT. OF STANDARD RETURN EARNED IN TWO 


YEARS OF FEDERAL CONTROL BY FIFTEEN ROADS. 


Road 
Pere Marquette 
West. Pacific 
St. Louis San Francisco 


Rating 


Miss. Pacific 

Kansas City Southern 
Southern Railway 

N. Y. Chic. & St. Louis 
N. Y. N. H. & Hart 

. Seaboard Airline 

. Texas & Pacific 


CONAMAWNH 


Wabash 
14 Erie 


* Net Operating Deficit. 


1918 1919 Two Years 


179.2 141.0 
188.2 162.6 
107.3 94.7 
57.1 57.6 
30.7 56.9 
61.9 752 
107.6 

179.0 

42.7 

42.5 

89.8 

66.5 

39.2 


7 * 








Feather River Canyon that cost $165,- 
000 a mile to build, and the official valu- 
ation of the property has proceeded far 
enough to enable me to state that the 
ultimate findings, together with trust 
funds, will be more than enough to cover 
the company’s capital issues, dollar for 
dollar. 

Western Pacific’s cash position and its 
debit and credit relations with the Gov- 
ernment are stronger than Pere Mar- 
quette’s. The road was fortunate in hav- 
ing ordered a large quantity of equip- 
ment before the war. This was de- 
livered during Federal control and its re- 
ceipt prevented the Railroad Administra- 
tion from allocating to the company 
equipment purchased at more than double 
the price. The result is that it has only 
five locomotives to finance with national 
equipment trusts. 

The technical position of Western 
Pacific common could not be better. The 
old Western Pacific Railway bonds were 
placed in the hands of about 5,000 in- 
vestors by conservative bond houses, and 
these old bondholders, except for the 
comparatively small transfers that have 
taken place since, are the present stock- 
holders, The average holding of both 
issues is considerably less than 100 shares, 
and the recent activity in the common 
has been accomplished by the rotation of 
between 3,000 and 4,000 shares. 

With the exception of Southern Pa- 
cific’s oil interests, no railroad has a 
speculative attraction equal to Western 
Pacific’s interest in Denver & Rio Grande, 
and this subject I will discuss more fully 
under the head of that property. 

I am very anxious to see the operating 
statistics of Western Pacific for the early 
months of 1920, for, if they hold up with 
those of the closing months of 1919, I 
believe the Common stock offers an op- 
portunity for speculation rarely en- 
countered in railroad issues. 


that Frisco originates a very large vol- 
ume of freight traffic on its own lines, 
and there was no chance for the diver- 
sion of this business. The showing can 
also be accounted for in a measure by 
the fact that Frisco has the most direct 
line from Kansas City to Ranger, where 
the oil boom gave a great stimulus to 
railroad traffic. Such business, of course, 
is not the most stable or dependable. 

I did not think it necessary in discuss- 
ing Pere Marquette and Western Pacific 
to go into the subject of rate increases 
because both roads are doing well enough 
on the present relationship between tar- 
itfs and costs, but I know of no others, 
whose stocks are selling low, in the same 
class. Frisco, had it been operated for 
its own account in 1919, would have 
earned, with other income and charges 
as reported for 1918, at the rate of about 
75 cents a share on its common stock, but 
it should be remembered that this result 
was accomplished on a schedule of tariffs 
that would have thrown most of the 
country’s mileage into receivership. 

In attempting to apply higher freight 
rates to past operating accounts, the 
greatest caution should be observed, for 
the uncertain factors are numerous and 
important, but Frisco, had it operated in 
1919 on a schedule of tariffs 15% higher, 
would have shown, even after a lib- 
eral allowance for increased income 
taxes, more than $12 a share on its com- 
mon stock. Unless a physical valuation 
brings the property much above the pres- 
ent investment account, the road, on the 
foregoing hypothesis, would have been 
subject to a recapture of excess earnings 
under the present law. 

Under any reasonable supposition of 
freight rate increases and the savings 
that will be effected under corporate con- 
trol, Frisco would have to suffer a heavy 
decline in traffic if it did not show a 
substantial return on its common stock. 
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Frisco common lies nowhere near as 
close to the property as Pere Marquette 
or Western Pacific common. While the 
fixed interest debt of the company is not 
excessive, there are large issues of ad- 
justment mortgage bonds and income 
mortgage bonds, calling in the aggregate 
for about $4,500,000 interest, ahead of 
the common. Deductions as reported for 
1918 will be considerably increased, for 
the company floated about $10,500,000 
6% mortgage bonds during Federal con- 
trol and will be obligated for interest on 


that cover all the capital issues but also 
exceed the property account. I estimate, 
from the figures already tentatively 
agreed upon between the Commerce Com- 
mission’s and the company’s appraisers, 
that the company could earn $10 a share 
on its $75,000,000 common stock before 
showing 6% on its valuation. 

Observing the same qualifications that 
I mentioned in connection with Frisco, 
I have computed that Rock Island, op- 
erating in 1919 under a 15% increase in 
tariffs, with other income and charges 








RAILWAY TRANSPORTATION IN THE FIFTIES 


The New York-Albany road, opened in 1857 


about $15,000,000 trust certificates to 
finance equipment allocated by the Gov- 
ernment. 

I was very partial to Frisco common 
when it was selling around 15, and, of 
course, I liked it proportionately less 
when it got 10 points higher. In the dull 
ligi® of what little can be forecast about 
the future of the railroads, I would be 
inclined to switch when this issue begins 
to sell nearly abreast of Western Pacific 
or Pere Marquette, as it did recently. 


(4) Rock Island 

‘Chicago, Rock Island & Pacific, had it 
been dependent on its own operations in 
1919, would have fallen a little short of 
earning its fixed charges, and it may be 
asked why I place this company’s stock 
ahead of the issues of roads earning more 
than their rentals. The reasons are nu- 
merous. Rock Island is a complete sys- 
tem in itself, traversing thousands of 
miles of fertile territory, originating a 
vast amount of traffic on its own lines 
and very conservatively capitalized. 

Investment in road and equipment is 
an item that will be fraught with more 
significance in the future than in the 
past, for it will be the element by regions 
that will determine rates and the element 
for individual roads that will determine 
the amount of income that can be re- 
tained before a part of the excess will 
become subject to recapture. 

The official valuation of Rock Island 
has proceeded far enough to disclose that 
the final figures will not only much more 
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as reported for 1918, would have earned 
about $9 a share on the common stock, 
after allowing for dividends on both 
classes of preferred. 

Rock Island’s charges will be increased 
considerably over those of 1918. Early 
in 1919 the company issued $4,500,000 
three-year notes to settle the claims long 
in litigation with Colorado & Southern, 
in addition to which there will be more 
than $10,000,000 of equipment to fund. 

Concerning Rock Island’s future traf- 
fic, I doubt whether a safe projection 
can be made on the basis of business 
during Federal control. A good deal 
of high-tariff freight that formerly moved 
from Southern California over the Sun- 
set Lines of Southern Pacific to El Paso 
and thence via Rock Island to points in 
the Middle West has been shipped over 
Atchison lines. 

My chief objection to Rock Island 
common grows out of the price. Not 
only is it selling out of line with other 
low-priced rails, but it is selling out of 
line with both classes of Rock Island pre- 
ferred. I cannot justify a price of 40 or 
thereabouts for the common, when both 
7% and 6% preferred issues are selling 
to yield nearly 10%. Rock Island com- 
mon seems to me to be further from 
dividends than Pere Marquette or West- 
ern Pacific and not much closer than 
Frisco. 


(5) Missouri Pacific 


Under Government compensation, 
Missouri Pacific will report for 1919 


about $5.50 a share on its preferred stock, 
but, had the property been operated for 
corporate account in the same year, it 
would have earned less than half its 
rentals, interest and other essential 
charges. 

I have not been able to account for 
Missouri Pacific’s unfavorable operating 
results during Federal control. The physi- 
cal condition of the road was excellent 
when the Government took over the 
property, and B. F. Bush, formerly 
president and again re-elected to the 
same office, was Regional Director. It 
is hardly conceivable that he would have 
permitted the road to be divested of its 
natural business. 

It has been represented to me _ that 
Missouri Pacific, on the basis of the vol- 
ume of traffic handled in 1919 and the 
operating ratio obtained, would require 
an increase of 22% in freight rates to 
earn the equivalent of Government com- 
pensation, which leaves nothing for the 
common stock. The Commerce Commis- 
sion has estimated that southwestern lines 
need 28% increase to earn 6% on their 
investments. 

The difference of 6% in freight rates 
would amount to about $4,000,000 on 
Missouri Pacific’s volume of traffic in 
1919, and, as rental approximately covers 
the preferred dividend requirement, the 
higher increase would provide about 5% 
on the common. This is, of course, the 
merest approximation, but it is sufficient 
to show that Missouri Pacific requires a 
large increase in tariffs to show any sub- 
stantial return on its junior issue. 

This system has greatly improved its 
position as an investor in the past two 
years. By the purchase of 50,000 shares 
of Texas & Pacific Railway stock at an 
average price of under 20, it has not only 
a profit at the market but has strength- 
ened its interest as chief creditor. As 
the holder of more than $23,000,000 sec- 
ond mortgage income bonds which have 
paid no interest in years, Missouri Pacific, 
with a working control of the stock, is 
in a better position to collect its due or 
to protect itself against serious loss in 
the pending reorganization. 

The last annual report showed Missouri 
Pacific as the owner of $17,295,000 Den- 
ver & Rio Grande common and $9,805,- 
000 preferred. During the activity in 
the senior issue last year, Missouri Pa- 
cific sold a large part of its holdings at 
a price that must have averaged above 
20. This transaction must have provided 
the company with nearly $2,000,000, and 
I cannot see any possible value in the 
stock sold. 

In considering Missouri Pacific com- 
mon, it should be remembered that a 
dividend has begun to accumulate on 
$71,800,000 preferred, and the issue suf- 
fers this disadvantage in comparison 
with Rock Island, which is paying both 
its preferred dividends. With the com- 
mon stocks of the two roads selling from 
8 to 10 points apart, I cannot see much 
difference between them, except that both 
are too high as compared with the three 
that I have cited before them. 


(6) Kansas City Southern 


Under Government compensation, Kan- 
sas City Southern earned about $1.75 a 
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share on its common stock, and made a 
relatively good operating showing in 1918. 
In the following year, however, the road, 
had it been operated for its own ac- 
count, would have shown only a nominal 
surplus after rentals, interest, etc., and 
before preferred dividend. In 1917, the 
last year of corporate operation, the 
property did so well as to arouse the 
hope that the common stock might ex- 
pect some disbursement within a reason- 
able time. During the two years of Fed- 
eral control, Kansas City Southern made 
a relatively better showing than [Illinois 
Central, Mobile & Ohio and other north 
and south lines. 

Considered only from an operating 
point of-view, Kansas City Southern 
would deserve a better rating, but it is 
confronted with a serious problem in its 
official valuation, especially as the new 
railroad law subjects to recapture half 
the earnings after 6% on the investment 
has been retained. 

The Commerce Commission, in a de- 
cision on an appeal from the findings of 
its Division of Valuation in the case of 
Kansas City Southern, said that aban- 
doned property would not be considered 
as an element of value, and this decision 
is of more importance to this company 
than to some others. Kansas City South- 
ern, in the course of a general rectifica- 
tion of its line, abandoned a good deal 
of old right-of-way, which is still car- 
ried in its investment account. As for 
right-of-way in use, the Supreme Court 
has decided on this company’s appeal that 
values of the present rather than cost 
shall be accepted for rate-making pur- 
poses, so that the prospect of official val- 
uation approaching book values is better 
than formerly. 

On the other hand, Kansas City South- 
ern common has not had the same pro- 
portionate advance as some other low- 
priced rails, and is not selling within 50% 
of the prices of some stocks whose com- 
panies have no better outlook. Such buy- 
ing as has occurred has the appearance 
of accumulation rather than pool ac- 
tivity, which is manifest in so many 
rails of this class at the present time. 


(7) Southern Railway 


The relative showing of Southern 
Railway in each of the two years of Fed- 
eral control is one of the anomalies of 
Government operation, for net railway in- 
come in 1918 was nearly three times the 
same item in 1919. From. earning 
158.2% of its rental in the first year, it 
fell to 57.1% of its rental in the second 
year. 

The traffic afforded by the establish- 
ment of many cantonments in the South 
in 1918 and removed the following year 
has been offered as the reason for the 
declining operating income. This may 
have been a small factor, but I believe 
the chief causes are more fundamental. 
In the first place, gross revenue in 1919 
as compared with 1918, while not enough 
greater to reflect fully the increase in 
freight rates, does not show an important 
loss in tonnage. Moreover, net operating 
income in 1917, before the policy of con- 
centrating camps in the South had been 
adopted, was nearly as large as in the 
following year. 
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Wage schedules adopted by the Rail- 
rcad Administration were higher in 1919 
than in 1918, and general advances, such 
as were placed in effect by the Director- 
General, were proportionately greater in 
the South than elsewhere, because wages 
in that region had previously been the 
lowest in the United States. In other 
words, the equalization of wages would 
show the greatest proportionate increase 
where they had formerly been the lowest. 
Southern Railway had enjoyed the ben- 
efit of cheap negro labor in operation and 
even cheaper agricultural labor in off- 
crop seasons in maintenance. Naturally, 
this benefit was wiped out when wages 
were brought up to the level obtaining in 
such highly-paid states as Colorado. 

Of all the large systems in the coun- 
try, Southern has the greatest propor- 
tion of short-line mileage. It is a net- 
work of feeders with a relatively small 
ratio of long-haul business. As the mar- 
gin of profit has always been less on 
short-haul than on long-haul traffic, it 
follows that rising costs would wipe out 
net operating income first for the system 
that had the largest proportion of short- 
haul traffic. 

These two causes, it seems to me, suffi- 
ciently explain Southern’s relative show- 
ing in the two years just past. Inasmuch 
as all authorities admit that the southern 
region, next to New England and the 


always be found in ample supply. At 
current levels I do not like it nearly as 
well as some others. 


(8) Nickel Plate 


With the single exception of Michigan 
Central, New York, Chicago & St. Louis 
made the best operating showing in the 
two years of Federal control, but the re- 
sult was clearly due to the closing of the 
Pittsburgh gateway and the diversion to 
Nickel Plate of overflow business from 
New York Central Lines. That a large 
part of this extra business will return to 
former channels can be safely concluded. 

Net operating income of Nickel Plate 
in 1919 was about $4,000,000, compared 
with standard return of about $2,300,000. 
Rental is equivalent to about $4 a share 
on the second preferred, while last year’s 
operations were equivalent to more than 
$8 a share on all three classes of stock. 

This brings up the chief objection to 
the common stock as a speculation, be- 
cause all three classes share equally in 
dividends after all have received 5%. In 
other words, the two issues of preferred, 
aside from considerations of price, pos- 
sess speculative possibilities equal to the 
common. 

Nickel Plate, without strong traffic al- 
liances at either end, has always starved 
for business, and it may be expected to 
return to its former state after the roads 
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Southwestern region, needs the largest 
percentage increase in freight rates, it 
may be assumed that the defects in 
Southern Railway's position will be cured 
as far as possible. 

But this company has much to do. As 
the last large system to be put together, 
it has the least highly-improved mileage, 
and it has ahead of it such rebuilding 
programs as Union Pacific, Atchison and 
Southern Pacific have passed through. 
That it occupies a position where it may 
be developed into a great system, there 
is no doubt, but the transition period is 
not likely to be rich for the common 
stock, 

Southern Railway is a bankers’ road, 
and it may be assumed, therefore, that 


the common stock, at a given price, would 


are turned over to their owners. Its 
chief hope seems to lie in absorption by 
a strong connecting line, and the action 
of the stock in the past few months sug- 
gests the possibility that some such line 
had decided to extend this hope. 

Around 30, the common stock would 
be out of line with some of the other 
low-priced rails, unless the price could 
be justified on the assumption that strong 
railroad interests had been buying into 
the property. 


(9) New Haven 


It has been computed that New York, 
New Haven & Hartford, on a 28% in- 
crease in freight rates, would show only 
$2.50 a share on the stock, but this com- 
putation ignores the fact that the road 
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lost a great part of its most profitable 
freight traffic during Federal control. 
The closing of the Pittsburgh gateway 
to through traffic threw most of this busi- 
ness, formerly exchanged at New York 
by New Haven and Pennsylvania when 
destined for or originating in New Eng- 
land, to Boston & Albany. However, 
while a true showing could not be ob- 
«tained on the basis of New Haven’s 1919 
freight revenue, there is a good deal in 
the suggestion that it will be very diffi- 
cult to provide for this road a freight 
rate high enough to enable the company 
to earn a reasonable return on its prop- 
erty investment. 

In normal times about 60% of New 
Haven’s train mileage is passenger—the 
largest ratio of any system in the United 
States. The country’s passenger traffic 
as a whole is unremunerative, and the 
business pays on only a few roads. It 
is manifest, therefore, that New Haven 
would be benefited least of all roads by 
an advance in freight tariffs. Just as its 
passenger business went first to traction 
lines and then to automobiles, New Ha- 
ven’s freight traffic, by reason of the fact 
that the business consists largely of short 
hauls in a region of dense traffic, is most 
subject to competition from motor trucks. 
Already, there are many regular truck 
lines operating in a large part of its ter- 
ritory, and in buying a rail stock at pres- 
ent this is a phase of railroading that I 
would not ignore. 

New Haven’s official valuation has 
proceeded far enough to indicate that the 
final figures will exceed the book values 
as well as the capital issues, but an un- 
usually large part of its property con- 
sists of traction lines and real estate. 
Part of the realty holdings are unused 
for railroad purposes and largely non- 
productive, and the company is selling 
these. While there seems to be little 
doubt about the company’s assets, the 
difficulty, it appears, is to provide a prac- 
tical working ‘rate that will justify the 
investment. 

These factors and others have con- 
vinced me that New Haven, as an inde- 
pendent system, will be pressed to earn 
a substantial return on its stock, but I 
know that many railroad men disagree 
with me. I am careful to specify “inde- 
pendent system,” because I think New 
Haven would do much better as a New 
England extension of one of the larger 
systems having an eastern terminal at 
New York, for the road could then be 
regularly fed with a larger proportion of 
through freight. 

I have often wondered whether Penn- 
sylvania and New Haven would make as 
good a financial junction as they have 
made physical connection at New York. 

However, if I knew Pennsylvania con- 
trolled New Haven, I, having in mind 
the minority stockholders of Peoria & 
Eastern and St. Joseph & Grand Island 
and a few other roads, might be tempt- 
ed to buy Pennsylvania in preference to 
the other, especially at the price of the 


other. ) 


(10) Seaboard Air Line 


The objections to Seaboard Air Line 
Railway are of a very fundamental na- 
ture, and it would have been proper to 
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place its stock further down the list if 
it were not selling so low. In other 
words, its predicament is no worse than 
that of some roads whose stocks are sell- 
ing higher, 

It is difficult to find any geographical 
or traffic necessity—it might be said rea- 
son—for Seaboard, which is a railroad 
aggregation rather than system, and it 
will always find hard competition in At- 
lantic Coast Line, which is well main- 
tained, well operated and well financed. 
On the other hand, its common stock is 
not a costly speculation. 

Although this is a stock and not a bond 
article, there is one point in connection 
with Seaboard worth calling attention to. 
Its adjustment mortgage bonds, paying 
5% are selling below some of the stocks, 
paying nothing, mentioned in this list. If 
the worst happened to Seaboard—and I 
have no immediate reason for apprehend- 
ing anything of the kind—these bonds 
would have to be well treated, and, once 
reduced to stock, I think they would have 
fully as great an equity in assets as well 
as prospective earnings as some of the 
stocks to which reference has been made. 


(11) Texas & Pacific 


Many people who know that Missouri 
Pacific paid better than 15 for 50,000 
shares of Texas & Pacific Railway stock 
assume that the stock is worth more than 
15 to them and this assumption, coupled 
with unproductive drilling for oil, enabled 
a powerful pool to advance the shares 
to around 70. 

It should be explained to all such per- 
sons that Missouri Pacific was moved to 
spend $800,000 or $900,000 for this stock 
in order to protect an investment of more 
than $23,000,000 in Texas & Pacific’s in- 
come bonds, carrying past due interest 
alleged to amount to 108% and generally 
admitted to be around 50%. 

The deed of trust under which these 
bonds were issued was loosely drawn, 
with the result that Texas & Pacific es-- 
caped payment of interest in some years 
when the interest was clearly earned, and 
yet avoided a technical default. Missouri 
Pacific, at a time when it lacked control 
of Texas & Pacific’s board, brought suit 
for an accounting on this back interest— 
litigation that is still pending. In these 
circumstances, a decision might have been 
delayed indefinitely, and Missouri Pacific 
acquired working control in order to 
force the litigation to a speedy conclusion. 

Under its Federal charter, Texas & 
Pacific is limited to $50,000,000 stock is- 
sue, and, if a judgment in full is award- 
ed, the successor company could issue 
only enough to cover the income bonds 
and unpaid interest. Such an arrangement 
would result in wiping out the present 
stock, while about the best that can be 
hoped for is a 50% scaling down of this 
issue. 

Texas & Pacific’s western terminal is at 
Sierra Blanca, the heart of a desert, al- 
though it has trackage rights into El 
Paso. Notwithstanding this, it made a 
good operating showing during Federal 
control, largely by reason of the heavy 
movement of traffic around Ranger and 
the good crop year in the state of Texas. 
In the two years it earned nearly 90% 
of its rental. 


The company also has about 900 acres 
of land in the Ranger field, but if I 
thought so well of Texas & Pacific's 
petroleum prospects that I felt I must 
have an interest in them I would buy 
Missouri Pacific common. 


(12) Wheeling & Lake Erie 

In an effort to popularize Wheeling & 
Lake Erie common with speculators, more 
time and effort have been spent than on 
almost any other low-priced rail, but I 
have never been able to get any official 
verification of any of the rosy reports. In 
fact, the real owners of the property do 
not seem over-happy about their owner- 
ship. 

“Oil along the right-of-way” was the 
slogan on which Wheeling & Lake Erie 
was first advanced a few points. Now, 
there has been oil along the right-of-way 
of Wheeling & Lake Erie for fifty years 
or more, but it is not and is not likely to 
become sensational production. It is 
light and valuable oil, but produced by 
small wells under pump, and it would 
need an infinite number of them to pull 
an unprofitable railroad out of the hole. 
There are similar wells along the right- 
of-way of twenty other eastern railroads, 
including Erie. 

It is reported that the oil along the 
right-of-way of Wheeling & Lake Erie 
was discovered by the same broker who 
first detected petroleum seepages in one 
of the new subways of Brooklyn Rapid 
Transit. 

The next bull factor announced in 
connection with Wheeling & Lake Erie 
was an alleged purpose on the part 
of the Rockefellers to construct a 
link to join this property with Wes- 
tern Maryland, which, of the two, 
is in the worse position. In addi- 
tion to the fact that there was nothing 
in the general railroad situation at that 
time to justify anyone in undertaking 
new construction, I cannot see how the 
junction of the properties would produce 
a strong geographical and traffic system. 

A few months ago I asked the senior 
member of one of the largest firms of 
railroad engineers in this country his 
opinion of the property, knowing his firm 
had made a careful physical examination 
of the road as well as a study of its traffic 
possibilities. He replied: “I can’t see 
any chance of making a railroad out of 
Wheeling & Lake Erie.” 


(13) Wabash 

It is difficult to understand the position 
of Wabash. Traversing a territory rich 
in traffic possibilities, passing through 
populous centers and reaching the best of 
terminal points, no one seems to have 
been able to make out of the property a 
railroad, in the best sense of the word. 

With the single exception of Erie, 
Wabash, both in 1919 and in the two 
years of Federal control, made the worst 
operating showing of any of the fifteen 
properties under discussion in this article. 
This is, of course, no measure of the 
road’s possibilities under private opera- 
tion, because Wabash was used as a 
“sewer” for the return of empties, but 
neither does its earlier history hold out 
much promise of hope. On the other 
hand, I know that the road’s bankers en- 
tertain the utmost confidence in the ability 
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of the property under existing manage- 
ment to give a good account of itself. 


Wabash has always starved for busi- 
ness and its future depends on the 
strength of its traffic, if not financial, al- 
liances. The road needs strong feeding at 
both ends, and would undoubtedly make 
a valuable extension to a stronger prop- 
erty. 

The preferred B stock is convertible 
into preferred A and common in the 
ratio of 50% of each, and the result of 
conversions will be to increase the pre- 
ferred A ahead of the common as well as 
to swell the amount of the junior issue 
outstanding. As the amount of the pre- 
ferred of both classes already ahead of 
the common is relatively large, the posi- 
tion of the junior shares seems to me to 
be weak. 


(14) Erie 


From an operating point of view, 
Erie fared worse under Federal control 
than any large system, and its showing is 
no measure whatever of the results that 
may be expected beginning with March 
1, That there will be partial recovery is 
certain, but whether the rate of recovery 
will be equal to the exigencies of the 
situation is at least doubtful at this time. 
In fact, to go back a short time, Erie did 
not make a very good showing in 1917, 
and the question to be considered is 
whether 1921 will be another 1917 or an- 
other 1916. 

Until a few years of Federal control, 
Erie had always suffered from a dispro- 
portionately large ratio of low-tariff 
freight. Against this, it enjoyed a lower 
wage differential. During the period men- 
tioned, the company succeeded in collect- 
ing a considerable amount of high-tariff 
freight by means of the establishment of 
very effective traffic departments in the 
northwest and southwest. These depart- 
ments were disestablished by the Director 
General, who also equalized Erie’s wage 
schedules with those of other roads. The 


result, of course, was to cut income from 
both directions. 

The natural business diverted from Erie 
will undoubtedly be quickly recovered but 
the recovery of high-tariff freight origi- 
nating at a distance cannot be counted on 
with the same degree of certainty, while 
the reclamation of the former saving in 
wagés under the new law is only a re- 
mote possibility. 

Notwithstanding all that has been said, 
the fact remains that Erie owns one of 
the best roads between New York and 
Chicago, and, in view of this fact, I can’t 
help but think that the property has a 
future. Whether the common stock has 
a future, is quite another question. Erie 
would certainly make a valuable acquisi- 
tion for a strong system entering Chicago 
from the west, but the question arises 
how such a system would go about ac- 
quiring Erie. 

The company, already suffering from a 
measure of financial disrepute, has about 
$26,000,000 maturities this year, most of 
them falling between September 1 and 
October 1, and another $15,000,000 in the 
spring of 1922, or about $41,000,000 in a 
period of eighteen months. The notes 
falling due April 1, 1922, are secured by 
a large ratio of bonds. 

In this situation, it has occurred to me 
that a comptroller of a system wanting 
Erie might advise his principals to buy 
the company’s funded obligations in place 
of its stocks, and I am not at all certain 
that some of Erie’s junior bonds, if they 
fall much lower, will not. prove to be a 
better speculation than the common stocks 
of some of the roads treated in this 
article. 

(15) Denver & Rio Grande 

Denver & Rio Grande is placed last on 
the list, not on account of its showing or 
prospects as a railroad, but by reason of 
the hopeless position of its stocks. In 
spite of the fact that considerable activity 
was imparted to the preferred in 1919 on 
the report that the suit of Western Pacific 
would be reopened, every attorney who 





has inquired into the case knows that such 
an attempt would be fruitless. Following 
the decision of the Circuit Court of Ap- 
peals affirming the judgment, application 
for a writ of certiorari was made to the 
United States Supreme Court and denied. 

After the conclusion of the litigation, 
Missouri Pacific, which held control of 
Denver & Rio Grande, made overtures to 
the Equitable Trust Company looking to 
a compromise. The reply received was to 
the effect that the lien holders would not 
take less than par for the judgment. Fol- 
lowing a careful examination of the situ- 
ation, Missouri Pacific decided that the 
stock was not worth protecting, and, in 
the active market of 1919, sold most of 
its preferred rather than pay an assess- 
ment. 

Denver & Rio Grande was wrecked in 
an effort to make it an important link in 
a transcontinental system and the conse- 
quent neglect of its local business, which 
should have been fostered in preference 
to the other. It originates sufficient traffic 
to support it, and proper attention to this 
business will justify the investment, just 
as this business did in the past. In the 
two years of Federal control, Denver 
earned nearly 70% of its rental, or much 
above the average for roads in similar 
financial position, but if I wanted an in- 
terest in the property on this showing I 
would buy its first and refunding fives or 
Western Pacific stocks. 

After elimination of worthless items, 
the last balance sheet shows Denver’s as- 
sets equal to its own bond obligations and 
about $83 a share on Western Pacific 
stock, both classes of which participate 
equally in any distribution on this ac- 
count. The income statement, after the 
elimination of a bookkeeping item on ac- 
count of interest accrued but unpaid on 
the judgment, shows $5.33 earned on both 
classes of Western Pacific stock. 

Pere Marq., vol. 25, p. 671; N. Y., N. H. 
& H., p. 586; R. Isld., p. 671; Texas & 
Pac., p. 662; Wabash, p. 587; Erie, p. 
670; Mo. Pa., p. 586. 


“Where the Anthracite Roads Stand 


Coal Earnings of Lackawanna, Reading, Delaware & Hudson, Lehigh Valley and 


F any class of roads has a good pros- 
ion of “coming back” under private 

management, I believe it is the an- 
thracite carriers, .and I cling to this be- 
lief in spite of the fact that these roads, 
as a class, made the worst showing un- 
der Federal control. With the exception 
of Lackawanna, not one of them, on a 
hypothetical basis of operations in 1919, 
earned its rentals, interest and other 
charges, but this result was so clearly 
due to arbitrary routing that it cannot 
be used as a measure of possibilities un- 
der corporate control. 

In the first place, there is no class of 
toads with so long and unbroken a his- 
tory of earnings, nor is there any class 
of roads so well financed. In their hard 
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Central of Jersey 
By G. H. STEVENS 


coal production, they originate a large 
volume of traffic which cannot be diverted 
from them under corporate control. The 
market for the coal, being domestic rather 
than industrial, is one of the most stable 
of all markets, insuring, likewise, sta- 
bility of profits from mining and revenue 
from transportation. In the strife for 
traffic that is now on, no roads, as a 
class, can command greater facilities or 
count on the aid of more powerful bank- 
ing support. 

Unlike most of the hard coal roads, 
Delaware, Lackawanna & Western will 
show for 1919 a substantial improvement 
in coal earnings over 1918. This is due 
to the fact that Lackawanna’s coal de- 
partment did not repeive the benefit of 


war prices until the spring of 1919, when 
its contract with Delaware, Lackawanna 
& Western Coal Company expired and 
was renewed on a basis more favorable 
to the railroad. | 

Coal earnings in 1918 were $3,626,710, 
a decrease of $694,558 from the preceding 
year, and it is estimated that 1919 earn- 
ings from this source will show an in- 
crease sufficient to bring them abreast of 
1917 results. 

The Railroad Control Act provided that 
the President was empowered to pay any 
carrier, in the absence of a contract, not 
more than 90 per cent of its standard re- 
turn, and Lackawanna, which had no con- 
tract at the close of 1918, used this 90 
per cent as the basis of its income ac- 
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count for that year. It was the only 
road, with the exception of Jersey Cen- 
tral, to follow this practice. The result 
will be that the other 10 per cent of 
standard return will be taken up in the 
1919 income account, of which the basis 
will be 110 per cent of rental. 


Increased Income 


For 1918, Lackawanna reported rental 
of $14,174,529, compared with standard 
return of $15,749,477, while the same item 
for 1919 will be $17,324,425, an increase 
of $3,149,896 over the preceding year. 
This gain is more apparent than real, for 
the reason that $15,749,477 actually ac- 
crued in each year of Federal control, but 
accepting the basis of accounts as they 
are made up, and assuming that 1919 
coal earnings will equal those of 1917, 
the company should report for last year 
about $19.30 a share ($50 par value), 
compared with $15.18 actually reported 
for 1918, an increase of $4.12. 

One item of Lackawanna’s income state- 
ments is confusing. Years ago the com- 
pany, by liberal depreciation allowances, 
had written its coal investment, originally 
small, off its books. With the passage of 
the income tax law, the company, in this 
position, would have been subject to an 
excessive tax. Thus, it availed itself of 
the privilege of writing the coal invest- 
ment back on the books by means of an 
annual depletion account based on ton- 
nage output. It is really a deduction from 
coal profits and is available cash for div- 
idends or other purposes, but it should 
properly be shown as a balance sheet 
item. The sum has been running slightly 
in excess of $2,000,000 a year, or more 
than $2.00 a share on the stock. 

As the only two American railroads 
paying $10 a share, Union Pacific and 
Lackawanna stocks offer an interesting 
comparison. Both roads are earning, or 
are capable of earning, considerably more 
than 6 per cent on their respective in- 
vestments and they are therefore con- 
fronted with the necessity of increasing 
their investments through extensions 
or suffering a recapture of part of 
their earnings. Both roads occupy 
strategic traffic positions. Lackawanna 
owns the most valuable anthracite 
property in the country, and Union 
Pacific the most valuable list of 
railroad investments. The stocks are 
selling about 50 points apart (the differ- 
ence in their par values may be disre- 
garded for the purpose of this compari- 
son), but Lackawanna stock, by reason 
of the company’s freedom from debt, 
rests much nearer the property. In fact, 
Lackawanna stock occupies the position 
of a first mortgage railroad bond. As for 
the margin of safety over dividends af- 
forded by earnings, the advantage is all 
with Lackawanna. ° 


Reading Company 


With the exception of rent for equip- 
ment leased to Philadelphia & Reading 
Railway, Reading Company derives most 
of its income from investments either in 
the railway or in Philadelphia & Reading 
Coal & Iron Company. The railway, op- 
erating under Federal rental, will not 
show much change from 1918, when it re- 
ported about $10 a share on its stock. 
On an operating basis, however, Phila- 
delphia & Reading in 1919 would have cov- 
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ered only about 65 per cent of its charges. 
This poor showing was largely the result 
of the small volume of traffic handled in 
the early months of the year. 

The high temperature of January and 
February greatly diminished the demand 
for anthracite, and, while the traffic loss 
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fell on the Government, the mining loss 
fell on Reading through its coal sub- 
sidiary. In April, it is reported that Phil- 
adelphia & Reading Railway had 8,735 
cars out of 42,144 cars owned stored, or 
about 15 per cent of the total idle. 

The big decline in Philadelphia & Read- 
ing’s traffic is shown by a comparison of 
gross revenue. In 1919 gross was $72,- 
800,000 compared with $80,700,000, not- 
withstanding that the company was op- 
erating last year under much higher aver- 
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pecting Reading to show smaller coal 
earnings in 1919 than in 1918, this com- 
pany has a habit of surprising the an- 
alysts. Of all the large rail systems, 
Reading issues the most meager reports. 
If the reports were designed to conceal 
rather than reveal the situation, they 
could hardly accomplish more. This makes 
the stock particularly attractive to specu- 
lators who have sources of information 
that are not available to the majority of 
stockholders. 


Delaware & Hudson 


Delaware & Hudson is the only anthra- 
cite road whose coal properties were op- 
erated at capacity throughout 1919, and, 
while the company has made no dis- 
closure of the source of its business, it is 
understood that operations were main- 
tained by the Canadian demand and by 
sales to the Railroad Administration. 
While costs were higher in 1919 than in 
the preceding year, it is believed that 
profits will not show much diminution. 

Miscellaneous income, mostly made up 
of coal earnings, showed a decrease in 
1918 from 1917 of $1,560,079, but the loss 
was more apparent than real and was due 
to-a change in the form of accounting be- 
tween Delaware & Hudson Company and 
Hudson Coal Company, its mining sub- 
sidiary. There will be no corresponding 
loss for 1919. 

With the exception of New Haven, Del- 
aware & Hudson’s investment in trac- 
tion lines is relatively the most important 
of any railroad system in the country, 
and it is understood that these properties 
made in 1919 a better showing than they 
had made in many years past. This was 
due to the increased fares granted in Al- 
bany and vicinity. 

At a time when the traction situation 


VIEW AT A PENNSYLVANIA COAL MINE 


Running out the roughly broken coal from the mines to the thresher and screen- 
ing machine 


age rates than in the preceding year. On 
account of declining traffic and mounting 
costs, net makes a poor comparison with 
1918. However, the company was able 
to turn an operating deficit of $2,800,000 
for the first four months into an operat- 
ing income of $3,000,000 for the year. 
Although there is“every reason for ex- 


seemed hopeless, the company, not wish- 
ing to carry as an asset properties that 
appeared destined to continue as operat- 
ing liabilities, began to write down these 
investments from surplus rail and coal 
earnings, with the result that the prop- 
erties now stand at only a fraction of 
their cost or replacement value. This, of 
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course, greatly strengthens the company’s 
financial structure. 

Delaware & Hudson reported about $11 
a share on its stock for 1918, compared 
with a dividend rate of $9, and the nar- 
row and falling margin of safety, coupled 
with the bad operating showing in 1919, 
induced a good deal of selling and forced 
the lowest price of many years. Income 
from lease of road will be the same in 
1919 as in 1918. Corporate expenses will 
show some increase, for the reason that 
the burden fell on the road for the full 
12 months, whereas the Director General 
paid these expenses for the first few 
months of 1918. The rate of income tax 
will be lower. Of the 12 per cent ac- 
crued in 1918, the Director General paid 
2 per cent, and will, likewise, pay 2 per 
cent of the 10 per cent accruing in 1919, 
leaving the company to pay 8 per cent as 
against 10 per cent in the preceding year. 
On account of the operation of the sink- 
ing funds, fixed interest will be somewhat 
less for 1919, 

On an operating basis, Delaware & 
Hudson earned in 1919 l@ss than 90 per 
cent of its charges as reported for the 
preceding year, but this is no measure of 
the road’s traffic possibilities. The com- 
pany had a large ratio of long-haul busi- 
ness, which it obtained by acting as a 
link to connect Pennsylvania Railroad 
and Boston & Maine. This was the cream 
of the road’s traffic and should be quickly 
recovered with the property returned to 
its owners. 

I believe that Delaware & Hudson has 
passed the turning point and the stock 
around 95, having discounted a possible 
reduction in the dividend rate—a reduc- 
tion that cannot reasonably be assumed— 
seems to me to be a purchase for invest- 
ment. On account of the comparative in- 
activity, the offering of a large block, 
such as took place last year, would force 
the price lower. 


Lehigh Valley 


President E. E. Loomis is undoubtedly 
the best authority on Lehigh Valley and 
he said in his report for 1918: 

“The company’s ownership of Lehigh 
Valley Coal Company and other anthra- 
cite properties produced an income of 
$2,390,473, being $789,182 less than for the 
year 1917. The prospects for 1919 are not 
encouraging, due to the mild winter and 
the decreased demand for coal on account 
of the cessation of many war activities.” 

Since this statement was made, peace 
activities have taken up the slack created 
by the cessation of war activities, but Le- 
high’s coal business undoubtedly suffered 
in the early months of the year. The 
mines were operated for some time at 
about half capacity and it is not likely 
that this loss was recovered by subsequent 
activity in the market. Operating costs 
were also higher. 

In 1918 Lehigh Valley earned only 44 
cents a share above its dividend, then at 
the rate of 10 per cent, or $5.00 a share. 
With the subsequent reduction in the rate 
to $3.50 a share, the margin on the basis 
of 1918 income would be $1.94 a share, 
and the question to consider is how much 
this margin diminished in 1919. Of the 
net for stock in 1918, 36 per cent was de- 
rived from coal earnings and 64 per cent 
from rail earnings, and it may be con- 
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cluded that the latter will remain fairly 
constant while the road is receiving Fed- 
eral rental. 

In 1905 Lehigh Valley Coal Company 
issued to Lehigh Valley Railroad, which 
held the entite $1,965,000 capital stock, 
$10,537,000 certificates of indebtedness for 
money advanced for capital requirements. 
Up to, and for several years after that 
time, the coal subsidiary was in course of 
development. On March 1, 1912, these 


cent rails whose dividends seem to be 
equally well covered. 


Jersey Central 


Central Railroad of New Jersey, ob- 
serving the same practice as Lackawanna, 
took credit in 1918 for only 90 per cent 
of standard return, or only $8,417,071 
compared with $9,352,301 that would have 
accrued had it followed the accounting 
of all other roads. If it takes up this 10 
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COAL HANDLING AT THE PEABODY CO.’S MINE 


To handle our great coal trade quickly and with economy, many ingenious ele- 
vating and loading machines have been devised 


certificates were canceled, and Lehigh 
Valley Coal paid $3,037,000 of them in 
cash, and issued $7,500,000 of 4 per cent 


debentures in lieu of the balance. On 
March 1, 1917, the coal company issued 
its capital stock in like amount in ex- 
change for the debentures, so that the 
railroad now holds $9,465,000 stock—the 
entire issue—of its coal subsidiary. 

Until 1917, the coal company was turn- 
ing its earnings back into the property, 
but these, plus interest paid the parent 
company, show approximately what has 
been received by or-what has accrued to 
the benefit of the railroad from its sub- 
sidiary. The sum of these two items 
ranged during the eight years from 1909 
to 1916 inclusive from $615,945 to $1,771,- 
275, and averaged for the period about 
$1,310,000 a year. 

In 1917 the coal company paid the rail- 
road company $2,397,777 in dividends and 
$200,000 in interest, or a total of $2,597,- 
777. In 1918, the coal company paid the 
parent company $2,029,650 

As conditions approach normal it is not 
reasonable to accept 1917 or 1918 coal 
earnings as a basis of future results, and 
they may be expected to fall somewhere 
near the eight-year average of 1909-16. 
Thus, the reasonable decline. that may be 
looked for would amount to only about 
1 per cent, or 50 cents a share, on the 
$60,000,000 stock. This would not en- 
danger the present dividend provided rail 
earnings result in transportation income 
equal to Federal rental. 

On the other hand, Lehigh Valley stock 
is selling higher than several other 7 per 


per cent in its 1919 income statement, the 
equivalent of net railway operating in- 
come will be $10,287,531. Though the 
company wait until 1920 to take credit, 
the item may be assumed to have ac- 
crued in 1919. 

On this assumption, and after making 
allowance for increased corporation ex- 
penses and adjustments for lap-over items 
in the 1918 income statement, the com- 
pany should show more than $24 a share 
on its stock for 1919. 

Jersey Central has no direct interest in 
coal properties, but owns $8,489,400 stock 
of Lehigh & Wilkes-Barre Coal Com- 
pany, which has paid 13 per cent divi- 
dends for a period of years. Jersey 
Central’s income from this source is sub- 
ject to: little fluctuation, for the reason 
that the coal subsidiary’s net runs con- 
siderably more than double its disburse- 
ments to the stock. 

It is not likely that Lehigh & Wilkes- 
Barre did so well in 1919 as it did in 
1918, but, on the other hand, it is hardly 
conceivable that the company’s income 
fell below its dividend of $6.50 a share 
($50 par value). ° 

Jersey Central declares six dividends 
of $2.00 each a year, four being regular 
quarterly dividends from rail earnings and 
two regular semi-annual dividends from 
income derived from Lehigh & Wilkes- 
Barre Coal. In spite of its bad operating 
showing during Federal control, Jersey 
Central should make a rapid recovery, and, 
with a probable 1919 income equal to twice 
its dividend requirements, this disburse- 
ment seems to be quite well secured. 
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Pennsylvania’s Recovery Likely to Be Slow 


Will America’s Greatest Transportation System “Come Back” in Time to Save Present 


ENNSYLVANIA RAILROAD has 
occupied a position of pre-eminence 
among the country’s systems for so 
long, the suggestion that anything unto- 
ward could happen to the company is re- 
ceived almost like a reflection on a deity. 
This may account for the fact that for 
several months past discussions as to the 
probable rate of progress Pennsylvania 
would make in “coming back” have been 
half-suppressed, as though the speakers 
hesitated to admit that the good old road 
had ever been away. Yet, a few sound 
financial reasoners have manifested, how- 
ever reductantly, considerable concern. 
More recently, official statements ¢x- 
hibiting similar concern have removed 
the necessity for cloaking the subject. 
Vice President Atterbury, who distin- 
guished himself in Europe while in 
charge of Army transportation, was 
quoted in a newspaper interview in terms 
that suggested his apprehension in that 
Pennsylvania could not count on meet- 
ing its problems in the future with the 
same degree of certainty it had solved 
its difficulties in the past. About the 
same time, a director, going much far- 
ther, was anonymously quoted as say- 
ing that the system was in danger of de- 


generating into a pension bureau and 


needed new blood. : 
In his annual remarks to stockholders, 


President Samuel Rea said: “As a re- 
sult of war conditions and the crisis 
through which the nation has passed, 
your property is being returned to its 
own management with its roadbed and 
equipment below its usual standard, and 
the earning capacity of the system mate- 
rially reduced.” 

He goes on to express confidence that 
the system will be restored, but the ad- 
mission of the need of restoration is a 
tacit confession that something has been 
lost. This admission makes proper the 
inquiry: What time must elapse before 
that which has been lost can be reclaimed? 

It is significant that the two large sys- 
tems which suffered most under Federal 
operation—Pennsylvania and Erie—were 
the first to announce plans for breaking 
the systems into regions. This was done, 
not only for purposes of operation, but in 
order to bring departmental heads into 
closer touch with the public and for the 
more expeditious handling of claims, 
which in the past has been the most fruit- 
ful source of friction ‘between railroads 
and shippers. When one reflects on the 
success of the Railroad Administration 
in provoking irritation, the importance of 
Pennsylvania’s effort to re-establish 
happy relations with shippers becomes 
manifest, and the change in the form of 
organization holds out high hopes of re- 
moving the chief obstacle to the success- 
ful solicitation of traffic. 

Condition of Property 


In normal times Pennsylvania Railroad 
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Dividend Rate? 
By EDWARD GILMAN 


was called on to invest about $60,000,900 
annually in additions and betterments. As 
the development of the company’s terri- 
tory in the past two years has been more 
rapid than formerly, it is probable that, 
had the property been in the hands of 
the corporation, an even larger invest- 








TABLE I—PENNSYLVANIA RAIL- 
ROAD RETURN ON PROPERTY 

INVESTMENT 

Eastern Western 

Lines 
8.09% 
7.17 
7.40 
5.32 
4.22 
6.93 
8.04 
391 








ment would have been justified if not 
necessary. Moreover, $60,000,000 applied 
to additions and betterments five years 
ago would have accomplished as mtch 
as $120,000,000 today. Equipment to the 
amount of $62,000,000 was allocated by 
the Railroad Administration, but the 
average cost per unit was more than 
double the cost in the pre-war period, and 
the obligation probably covers about $25,- 








TABLE II—COMPARISONS OF 
GROSS EARNINGS SHOWING 
EFFECTS OF COAL STRIKE 
ON PENNSYLVANIA 
RAILROAD. 
1918 
$19,657,449 
19,118,070 
25,704,220 
26,986,136 
30,095,206 
30,562,256 
37,836,003 
37,053,667 
37,154,967 


1919 
$30,477,483 
26,048,657 
27,514,360 
28,413,269 
31,043,388 
31,129,117 
33,735,659 
37,567,570 
36,906,616 
36,030,244 
26,928,303 
32,278,827 








000,000 worth of equipment at the old 
prices. 

I have seen accurate data on the under 
maintenance of Pennsylvania during Fed- 
eral control, but I am not af liberty to 
divulge them. I can only say that de- 
ferred maintenance in 1918 and 1919 was 
sufficiently serious to refute the very gen- 
eral statement of Mr. Hines that the rail- 
roads of the country had been kept up. 
The refutation, however, is not necessary 
as the evidence that can be collected in 
any railway journey of fifty miles is con- 
clusive. That Pennsylvania, in common 
with other roads, will make a claim for 
under maintenance is nearly certain, but 
that any living stockholder will last long 


enough to spend the money is not so 
sure. 

That which follows applies to prac- 
tically every railroad under Federal con- 
trol, but is probably more important to 
Pennsylvania than to most properties. An 
element that is fretting railroad men a 
good deal has come to be known among 
them as concealed deferred maintenance. 
The Railroad Administration, for in- 
stance, when it replaced rails at all, sub- 
stituted Bessemer for open-hearth steel, 
the ratio of life being about as four is to 
five. This can be checked, but how about 
the labor factor, which is as great in lay- 
ing a short-lived as a long-lived rail? 

Likewise, the’ Director General ceased 
buying seasoned oak and creosoted soft- 
wood ties, substituting therefor such tim- 
ber as could be cut along the right-of-way 
or was the most accessible. The labor of 
placing the four-year tie is just as great 
as the labor of placing the seven-year tie. 

When it became known that the rail- 
roads were to be returned to their own- 
ers, the Director General sent forms to 
all Federal Managers who were requested 
to report thereon the details of mainten- 
ance on their respective properties. The 
labor element was expressed in man- 
hours, and this goes to show that the 
Railroad Administration is preparing its 
answer to claims for deferred main- 
tenance based on inefficiency of labor em- 
ployed by the Government. I am advised 
that labor employed on the Pennsylvania 
System in maintenance of way and equip- 
ment*in the two years of Federal con- 
trol did not exceed an average of 65 per 
cent of normal. 

In this element of concealed deferred 
maintenance, the Pennslyvania Railroad 
is faced with a loss of many million of 
dollars, the ultimate recovery of which is 
more than doubtful. 

Operating Results 

Pennsylvania Lines East, as shown in 
the accompanying table, earned from 
4.23 per cent to 5.74 per cent on property 
investment in the eight years trom 1910 
to 1917, and Lines West from 3.91 per 
cent to 8.09 per cent in the same period. 
These earnings were equivalent to returns 
on Pennsylvania Railroad stock ranging 
from 7.8 per cent to 10.4 per cent. In the 
two succeeding years, the combined re- 
sult of operations would show nothing 
on the stock and very little on the 
property. 

Under Federal rental Pennsylvania 
earned 8.81 per cent. on the stock in 1918 
and 8.57 per cent. in 1919, compared with 
dividends of six per cent. The company 
will receive Government compensation 
for the first eight months of 1920, and 
this, on the basis of other income and 
charges as just reported, will be 5.72 pet 
cent. on the stock, or but little less than 
a year’s dividend earned in eight months. 
The test will come, of course, after the 
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roads begin to operate for their own ac- 
count on September 1, 1920. 

Results of operations in 1918 and 1919 
were very different, and I believe those 
in the former year establish a much bet- 
ter measure of Pennsylvania’s possibili- 
ties under the existing relationship be- 
tween tariffs and operating costs. Had 
the property been operated in 1918 for 
corporate account, the company would 
have earned, with other income and 
charges as reported for that year, about 
1 per cent. on the stock, or 50 cents a 
share on the $50 par value. Under the 
same hypothesis in 1919, the company 
would have failed to earn its charges by 
$10,000,000, without taking into account 
the loss of $,3,300,000 dividends it would 
not have received from Panhandle had 
that property been operated for its own 
account in the same period. 

Although Pennsylvania suffered from 
the severe weather of January and Febru- 
ary, 1918, its losses in this period were 
not nearly so heavy as they were in No- 
vember and December, 1919, due to the 
coal strike. From the very nature of its 
trafic, Pennsylvania, operating through 
a territory that produces a large part of 
the country’s coal and steel products, suf- 
fered more from this cause than any 
other large system. Operations in the 
first ten months of 1919 were at a rate 
which led to the expectation that the 
company would cover, on this hypotheti- 
cal basis, its charges in the full year. 

A fifteen per cent. freight rate in- 
crease, as applied to Pennsylvania System 
including Lines West on the volume of 
traffic handled in 1919, would not cover 
the dividend requirement. The closing 
of the Pittsburgh gateway to through 
traffic undoubtedly was responsible for 
the loss of much business, and especially 
profitable business. Reopening the gate- 
way will reopen the system to this busi- 
ness, but will the traffic flow naturally 
through the opening? 


Victim of War 

The gateway was closed on the theory 
that the products, consisting of steel 
manufactures essential to war, naturally 
tributary to Pénnsylvania lines should be 
freed from the interference of less urgent 
freight and move with the least possible 
delay. The action was based on the 
assumption that Pennsylvania was not 
more than equal to the business originat- 
ing on its own lines during a period of 
high-pressure production. It must be ad- 
mitted that the correctness of the assump- 
tion was borne out by developments, for 
the property failed to show much margin 
of capacity during the war. ° 

Immediately following the armistice 
there was a general decline in traffic 
throughout the country, but within a few 
months the activities of peace had sup- 
plied most of or all the business lost by 
the railroads as a result of the termina- 
tion of the war. While the gross revenue 
of Pennsylvania Lines East in 1919 in- 
creased over 1918, freight moved at a 
higher rate, and the increase was so small 
as to indicate an actual decrease in ton- 
miles. On the other hand, local freight 
tends to congest a system more than 
through freight, and this doubtless ac- 
counts for the congestion of Pennsylvania 
on a smaller tonnage movement. 
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In order to handle all the local business 
it originates and all the through business 
it can obtain, Pennsylvania undoubtedly 
needs increased facilities, especially in the 
form of second and third tracks. These 


take time to supply, and in the interval 


the system needs strong feeding—more 
through business in proportion to its 
local, more profitable business in propor- 
tion to jts unprofitable. Certainly, the ef- 
forts of the management will be bent 
toward this end, but it is too risky to 
venture a guess concerning the outcome. 

In one respect, Pennsylvania is in a 
very strong position. Its bond, in relar 
tion to its stock, liabilities are much 
smaller than for the roads as a whole and 
among the smallest, relatively, of all the 
large systems. There is hardly a con- 
ceivable combination of circumstances 
that could endanger the company’s inter- 


est. I will not say that a combination of 
circumstances now exists endangering the 
present dividend, but, at least, one can- 
not be too certain of the future. 

Pennsylvania is the largest railroad 
system, and, like all large bodies, has a 
tendency to be unwieldly. Whatever 
direction it takes, its movements are 
likely to be slow. I have the utmost con- 
fidence in the ability of the company to 
“come back,” but I hesitate to predict 
how soon. 

The officials of the company are sin- 
cere in their belief that the situation can 
be saved, and it would be impudent of 
anyone, not so well informed, to give ex- 
pression to a contrary opinion. 

Meantime, other railroad stocks, more 
secure in their dividends, are selling 
lower. Recover, Pennsylvania will, but 
when? Vol. 25, p. 506, 





The Financial Situation Abroad 


Improvement in the Exchanges— How Much Gold Will 
England and France Send Us? — Prospects of the 
Anglo-French Loan—The Trade Situation 


HE exchange rate on sterling has 
almost recovered to. the levels pre- 
vailing toward the end of January, 
before the last notable break came. To 4 
large extent this recovery was due to per- 
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sistent rumors of the intention of the 
French and British governments to ship 
$250,000,000 in gold to this country. 
Prominent bankers have expressed them- 
selves as doubting whether the two coun- 
tries in question can afford to export 
so large a quantity of gold, in view of 
their small ratio of gold to paper cur- 
rency. On the other hand, it is expected 
everywhere that some shipments of gold 
will be made. 

These shipments are expected in con- 
nection with the repayment of the Anglo- 


French loan which matures on October 
15, to the amount of $500,000,000. Sir 
Austen Chamberlain, Chancellor of the 
British Exchequer, is credited with the 
statement that this loan will be paid in 
full, and not renewed. This leaves open 
the possibility, however, that part or all 
of the loan may be refunded. In case of 
a refunding operation the former bond- 
holders are all paid in full, the funds be- 
ing obtained by the flotation of a second 
bond issue. 

It is believed among bankers in this 
country that the final procedure will be 
somewhat as follows: The bonds will be 
paid in full, considerably over half of the 
$500,000,000 required being raised by the 
flotation of new bonds, while part of the 
other $250,000,000 will be raised by the 
exportation of the present gold reserves 
of England and France, and by the pur- 
chase of new gold at the established 
premium. 

The news that the Allied countries 
would begin reducing their debt to the 
United States so soon came as more or 
less of a surprise to the public, as was 
reflected in the exchange rise. Public 
officials in both countries have, however, 
stated that they considered the reduction 
of their external debt even more pressing 
a problem than that of their internal 
obligations. 


Cutting Trade Balances 


In the last analysis, however, the pay- 
ment or funding of a $500,000,000 debt 
does not exercise as much influence on 
exchange rates as the movement of trade, 
because of the larger amounts involved 
in the latter. In this respect England 
and France are both moving favorably, 
though they are still importing consider- 
ably more from us than they are export- 
ing to us. To take two typical examples, 
the value of declared exports from Lon- 
don to the United States for the month of 
January, 1920, was $39,379,443, figured at 
the normal rate of exchange, compared 
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with $6,018,467 in the same month of 
1919, which was figured at close to nor- 
mal because of the pegged exchange rate 
prevailing at that time. This is an in- 
crease of 550 per cent. 

Similarly, from the great seaport of 
Havre there were shipped to the United 
States during 1919 exports of a value of 
$4,968,231, compared with $185,003 in 
1918. The special significance of these 
figures is that Havre is the outlet harbor 
for a good deal of the production of the 
districts affected most seriously by the 
war. For France as a whole exports in- 
creased from $56,048,000 in 1918 to over 
$165,400,000 in 1919. 

The budget question, which has been 
one of the bugaboos of French finance, is 
being tackled with energy and audacity. 
The new Minister of Finance, M. Francois 
Marsal, has cut down the budget esti- 
mate of his predecessor, M. Klotz, of Fr. 
47,500,000,000 by fully 8,000,000,000. 

The dutstanding event of past weeks 
has been the railroad strike, which met 
with the same fate in France that it had 
in England, except that more forceful 
measures were employed. Now that it 
has been settled, a large amount of ex- 
port freight has been started moving to 
the ports, which will show its effect in 
the March trade figures. 

One difficulty that is being found is 
the poor condition of the mines, syste- 
matically wrecked by the Germans. Esti- 
mates as to when they will be in shape 
to produce again give about 1923 or 1924 
as the earliest date. Most of this time 
will be occupied in pumping out the 
mines. 

The Lorraine coal mines are proving 
to be a great help in keeping up produc- 
tion. For last year their output amounted 
to 2,326,000 tons of coal, while the rest 
of France turned out 19,537,000 tons and 
18,602,000 tons had to be imported. The 
effects of the let-down after the tension 
of war are shown by comparison with the 
1918 figures of 26,322,000 tons and the 
1917 mark of 28,928,000, these of course 
without the inclusion of the Lorraine 
production. 

Activity in the United Kingdom is 
growing in intensity, as shown by export 
figures of £105,879,000 for January of 
this year compared with £90,829,000 for 
last December. In her efforts to cut down 
the adverse balance of trade, Great 
Britain is encouraging the cultivation of 
cotton within the empire, as at the present 
time 85 per cent. of her cotton imports 
come from the United States. The diffi- 
culty is that of her present two great cot- 
ton-producing belts, Egypt produces for 
the most part the high-grade long-staple 
cotton, which is too expensive for ordi- 
nary uses, while India produces mainly 
cotton of one-half to three-fourths of one 
inch staple, which is too low-grade for 
most purposes. 

Great Britain is also expanding into 
the field of automobile production, the 
plan being to concentrate on the quantity 
output of medium- to low-priced cars, 
whereas previously the typical British car 
has been the expensive machine made 
very carefully in small numbers. The 
field for this business is shown in the 
exportation by the United States to Great 
Britain of 5,150 cars in 1919 compared 
with 398 the year before. 
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The coal question continues to be a 
subject of controversy in Great Britain. 
A recent investigation into prices shows 
that the 10 shilling a ton reduction in 
price made some months ago has only 
been made possible by the exceptionally. 
high prices paid for English export and 
bunker coal, so that the present price level 
is in an unstable condition. As soon as 
conditions abroad improve so that the 
present abnormal prices for export coal, 
in some cases running as high as 118 
shillings per ton, compared with a domes- 
tic price of 28s. 10d. per ton, can no 
longer be kept up, the coal industry of 
Great Britain will either have to be per- 
mitted to increase prices or else go under. 

In other fields, however, war-time con- 
trol measures are being gradually dis- 
pensed with, as one export embargo after 
another is relaxed, passport restrictions 
modified, and announcement made that 
food control will end next August. 








ITALIAN FINANCIAL SITUATION BE- 
FORE AND AFTER THE WAR 


1914 1919 

In Lire per Capita. 

National Debt .......... 00 883.00 
Ordinary Treasury Bonds 10.00 322.00 
Debt to foreign countries. —— 451.00 
State Circulation ........ 13.00 59.00 
Bank Circulation..........—— 193.00 








ITALY’S INDUSTRIAL REVIVAL 
Iron and Chemical Industries—Country’s 
Financial Position and Outlook—Big 
Industrial Combinations 

Almost simultaneously with the cessa- 
tion of hostilities there began in the King- 
dom of Italy—as was the case in most of 
the war-ridden countries—a_ substantial 
growth of many industrial enterprises 
which brought about far-reaching eco- 
nomic, technical and mechanical develop- 
ments. This is chiefly true of the iron 
and the chemical industries in which Italy 
prior to the war was either wholly or to 
a large part dependent upon foreign 
countries. 

Italy possesses very little iron—the 
most essential of minerals. In the period 
extending from 1910 to 1913 inclusive the 
average annual output of iron ore 
amounted to almost 530,000 tons. The 
growing need of cast iron and steel for 
munition purposes created a more intense 
mining activity, so that in 1916 almost 1,- 
000,000 tons were produced compared 
with 680,000 in 1915 and 706,000 in 1914. 
More than 80 per cent. of the production 
of 1916 came from the Island of Elba on 
the western coast of Italy, made famous 
by Napoleon Bonaparte’s stay in 1815. 
The mines on the island are far from 
being exhausted, and the chief plants have 
recently been considerably enlarged. 

Italy’s increase in output of iron is ex- 
pected to be continued in the future on 
even a larger scale than in the past, es- 
pecially since new mines have been 
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worked in the island of Sardinia and 
others are about to be opened in the 
famous Aosta Valley in the north of the 
peninsula. Other parts of the country are 
also believed to contain iron ores of less 
importance, but they promise none the 
less to yield a substantial output. 

Of great importance also is the ever 
increasing quantity of excellent iron 
pyrites which have been used for the ex- 
traction of sulphur and the production of 
sulphuric acid. But it is expected that 
they will before long be applied to the 
production of cast iron. Upon the whole 
the Appenine Peninsula may look for- 
ward to a pronounced increase in the 
production of a metal which is needed 
“both for the necessities of modern life 
and for purposes of national defense.” 

Recently there has been a tendency of 
important iron and mechanical works to 
combine into colossal organizations capa- 
ble of the most varied production. 

An example of such amalgamation is 
the ANSALDo CorPorATION which has been 
incorporated with a capital of 500,000,000 
lire in shares of 1,000 lire par value. It 
comprises more than thirty different 
organizations for the exploitation of 
mines, cast iron, bronze and steel foun- 
dries; it also manufactures railway equip- 
ment, electrical and chemical apparatus 
and telephone and telegraph supplies. Re- 
cently a vast shipbuilding plant and fac- 
tories for gasoline and heavy oil motors 
were added. 

Another gigantic merger of five im- 
portant concerns is the Attr Rorni &£ 
ACCIAIERIE D'ITALIA, organized with a 
capital of 300,000,000 lire, of 1,000 lire 
par, largest producer of mechanical ap- 
paratus in Italy. 

Another important organization which 
is perhaps better known in this country 
than the above mentioned is the Fiat 
Corporation of Turin, producer of high 
class, internationally known pleasure cars, 
auto tractors, aeroplanes, motor and sub- 
marine boats. The company has an out- 
standing capital of 100,000,000 lire of 1,000 
lire par value, and has branches through- 
out Europe and America. . 

Next to the iron industry the chemical 
industry deserves some notice. Prior to 
the great war the entire chemical and dye 
industry was completely subordinated to 
imports from Germany. The results of 
the closing of the German market was 
the creation of important chemical or- 
ganizations, chief among which is the vast 
soda factory SocretA Sotway in Tuscany, 
devoted to the manufacture of carbolic 
products, the distilling of tar, the produc- 
tion of benzol and toluol, and last but not 
least, the manufacture of artificial dyes. 

The pronounced growth of two im- 
portant industries which were only a 
short while ago in an embryonic state, 
will no doubt: enable the reader to under- 
stand readily how rapidly the kingdom 
will recover from the scars and wounds 
caused by the war, especially since the 
financial situation (see table herewith) is 
not as discouraging as believed by many, 
and because of the closer relation with 
the allies through commercial treaties 
which will tend to facilitate and regulate 
imports and exports. 
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What Thinking Men Are Saying 


Country’s Reserve Strength Proof Against Panic—Credit Laxity Opposed by Bankers— 
Railroad Executives Confident of Future of Roads 


ECONOMIC CONDITIONS ARE 
FUNDAMENTALLY SOUND 


Charles H. Sabin Finds No Excuse for 
Pessimism 

“Fundamentally, economic conditions in 
this country are sound, and in the ordi- 
nary course of events should remain so. 
While there is unquestionably abundant 
reason for caution, of course, there is no 
sound justification for pessimism. The 
United States is most solvent and the 
greatest ‘going concern’ in the world or 
the world’s history. 

“The credit situation, to be sure, is a 
matter of concern and during March will 
probably become more acute as a conse- 
quence of several factors. These include 
the return of the railroads, which will 
necessitate the arrangement for a vast 
amount of financing; maturity of a large 
volume of mortgages, especially farm 
mortgages, payment of income and excess 
profits taxes, financing spring building 
projects and spring agricultural needs for 
capital and credit. 

“But it is essential in considering the 
fiscal problem that we should not lose 
sight of the economic background against 
which it is thrown into high relief for the 
time being. So long as that background 
remains safe and sound there is no real 
occasion to feel alarmed or even nervous 
about the immediate future.” 





ADJUSTING REDISCOUNT BATE TO 
CREDIT SCALE BENEFICIAL 


Spencer Trask & Co. Approves Plan for 
Restraining Credit Accommodations 


“One still hears of enormous stocks of 
goods being held in warehouses which, 
if distributed, would go a long way to 
lower the cost of living. Everybody is 
struggling with this problem, and we 
doubt if any other factor creates as much 
dissatisfaction all over the country as 
does this. In fact, it seems to us that 
liquidation in commodities would bring 
the situation nearer to normal quicker 
than anything else. 

“The demand for goods is still so great 
that, coupled with Europe’s necessities, 
there would be provided good springs to 
absorb the shock that falling prices would 
unquestionably produce through contrac- 
tion in banking accommodation or credits. 
As it is, increased rates for credits have 
as yet produced relatively insignificant 
direct results, possibly because the public 
is so accustomed to have prices raised 
that it is easy to add the relatively small 
amount represented by an increase of one 
or two per cent. in the cost of money, 
or also, the profit in the business is so 
large that the higher cost of credit is 
readily absorbed by the producer, the 
converter or the distributor, possibly by 
all three. Consequently, we think that 
the reported intention of the Board of 
Federal Reserve Bank to amend the Re- 
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serve Act, so that members would have 
their rediscount rates adjusted according 
to a prescribed scale of credit, would 
produce the means for applying a check 
to an undesirably large amount of ac- 
commodation.” 





CREDIT EXPANSION AND RISING 
COSTS HAVE GONE FAR ENOUGH 


National City Bank of New York Opposed 
to Further Laxity 


“The question of credit expansion is 
directly related to industrial costs and 
to the endless cycle of wage and price 
advances. The cycle calls continually for 
more credit, and if the supply is to be 
provided indefinitely the “dollar” in 
which wages are paid will continue to 
depreciate in purchasing power, and the 
whole industrial and financial situation 
will become more and more hopelessly 
confused. It would seem that we have 
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gone far enough in this direction for 
everybody to see that there is nothing to 
be gained for honest industry by going 
farther.” 





HEAVY DEMANDS FOR CREDIT COM- 
ING FROM MANY SOURCES 
National City Bank of Chicago, However, 
Believes Financial Conditions Strong 


“A variety of schemes for new im- 
provements by states and municipalities 
suggest a continued heavy demand from 
these quarters. Besides borrowings by 
applicants at home, there is an enormous 
potential demand from abroad which will 
be likely to become effective whenever 
money rates become easier in the United 
States. ‘The great issuing banking 
houses have probably refused fifty times 
the volume of financing that they have 
undertaken for foreign account. They 
will continue to pursue a conservative 
policy in protecting the American market 
from such serious complications as ordi- 
narily follow a glut in the market for 
new securities. But this possible demand 
has to be reckoned with for it will con- 
tinue to be an overshadowing factor in 
the international credit situation which 
is likely to become more influential than 


ever, because of its direct connection with 
the enlargement of our trade abroad, 

“Besides these demands, there is a vast 
amount of railroad financing to provide 
for later on. The indications are, how- 
ever, that the railroad loans can be de- 
ferred for a time at least, except in so 
far as they have to do with providing the 
carriers with the facilities most urgently 
needed. The higher rates which prevail 
for both call and time money are likely 
to cause some curtailment of speculative 
activity of the sort which was developed 
during the furious upward price markets 
of last year. But there are reasons for 
taking a reasonably hopeful view of the 
longer future as conditions have been 
improved and the position of the securi- 
ties market technically strengthened by 
the thoroughgoing liquidation that has 
taken place.” 





SUCCESS OF PRIVATE OWNERSHIP 
DEPENDS ON CO-OPERATION 


President Elliott, of Northern Pacific, 
Confident of Rehabilitation of Roads 
“The railroads of the United States 

cannot meet in full the demands of our 

population that they must in the next few 
years maRe good the damage and waste 
resulting from the war. 

“No matter what the reasons are for 
this condition, the owners of the railroads 
now take up the difficult task of rehabili- 
tating and expanding their plants so as 
to produce the transportation needed. 
They approach the task with energy and 
courage. It can and must be done, but 
it will be done more quickly. 

“If the public will co-operate and will 
be patient over inconvenience and de- 
ho, +e 

“If the officers and employees will rec- 
ognize the responsibility that is upon them 
as quasi-public servants to work long and 
hard at their respective tasks and to save 
every dollar possible by care and intelli- 
eee 

“And if the Interstate Commerce Com- 
mission, under the very great powers 
given to it, will administer the new law 
so that confidence will be restored in the 
railroad business, as one of the great en- 
terprises in this country, into which men 
can put their time, energy, brains and 
money with reasonable certainty that they 
will obtain fair rewards.” 





NEW RAILROAD LAW IS CONSTRUC- 
TIVE LEGISLATION 

Loomis, of Lehigh 
Pleased with Prospects 

“There is good reason, in my judgment, 
for optimism regarding the future of the 
railroads under the Cummins-Esch bill 
as reported by the conferees. It is con- 
structive legislation, and I believe the 
Interstate Commerce Commission will 
handle the problem now put up to it in 
a big way. I think the commission will 
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sense the country-wide demand that our 
transportation lines be placed on a solid 
foundation of. credit which will enable 
them to grow and expand and at the 
same time meet the service demands of 
the public. 

“Under the bill Congress decrees the 
railroads shall earn a living wage based 
upon the value of their properties. Fed- 
eral valuation is not yet completed, and 
it falls upon the commission to deter- 
mine what constitutes property values in 
fixing a basis for rates. This is the 
crux of the situation.” 





RAILROAD CREDIT WILL DEPEND 
UPON APPROVAL OF INVESTORS 


President Budd, of Great Northern, Points 
Out Importance of Satisfying 
Security Holders 
“The great question to be determined 
before the position of the railroads is 
assured under private operation, is the 
extent to which the new law will prove 
satisfactory to the investor in railroad 

securities. 

“Presumably, if administered in a suf- 
ficiently liberal manner, the credit of the 
railroads may be restored under the law, 
and it is to be hoped that early evidence 
of such administration will be furnished. 

“It should be understood that the judg- 
ment of the people—who are the ultimate 
purchasers of railroad securities—must be 
satisfied in the matter of restoring rail- 
road credit, and that only when railroad 
securities are made attractive to the ulti- 
mate investor will this have been accom- 
plished.” 





ROADS MUST NOW GIVE SERVICE 
THAT WILL SATISFY THE PUBLIC 


President Walker, of Chicago & Alton, 
Warns That Government Control Is 
Only Alternative 
“If private operations should now be 
unsatisfactory, the threat of retaking by 
the Government, this time for good and 
all, will hang overhead. The challenge 
is for the ablest railroad minds and cour- 
ageous financiers, under adverse condi- 
tions, to render such admirable service 
that Government ownership talk will not 

be tolerated. 

’ “Carriers must function so well that 
the public will swear by them, not at 
them. Results, not excuses, are what the 
public will rightfully demand. American 
individual initiative must prove its prow- 
ess—or forever hold its peace.” 





NEW EQUIPMENT IS GREATEST NEED 
OF THE RAILROADS 


President Smith, of New York Central, 
Emphasizes High Cost of Poor Service 
“The greatest difficulty that confronts 
us at the moment is the lack of equip- 
ment. Without sufficient equipment the 
railroads cannot properly function; and 
the farmer, .the merchant, the manufac- 
turer and the citizen will be adversely 
affected until this weakness is remedied. 
Poor goods are costly at any price, and 
poor railroad service, or the lack of 
equipment to meet the peak requirements 
of the country, is most expensive. 
“What are required is equipment and 
facilities to supply the maximum require- 
ments of the people and recognition by 
those who use or regulate the railroads 
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that good transportation service is neces- 
sary to the prosperity and well-being of 
the country.” 





RAIL SERVICE CANNOT BE BETTER 
THAN RAIL RATES ALLOW 


President Underwood, of Erie, Defines 
Limits Placed on Roads 

“To give the public acceptable service, 
and in the meanwhile evolve plans to 
finance and execute the necessary pro- 
cedure, will require constant and intelli- 
gent effort. The public will need to 
adopt the axiom that transportation must 
be paid for in rates commensurate with 
cost. 

“Railroads must have the power to 
borrow, the desire to give the public 





ELIEF IN SIGHT 


—From Sioux Falls Press. 


what they pay for and the right to a 
compensation for the employee that will 
enable the employer to, in the first in- 
stance, get, and in the second, keep, the 
expert and energetic talent that condi- 
tions of railway service imperatively de- 
mand.” “ 





NORMAL RAILROAD SERVICE NOT 
TO BE REALIZED IMMEDIATELY 


President Truesdale, of Lackawanna, Ad- 
vises Public Not to Expect Too Much 
“Without question, most of the railway 

companies, through their executives, will 
welcome the return of their transporta- 
tion properties to them on March ], sub- 
ject to the terms of the amendment of 
the Interstate Commerce Act just passed 
by Congress. This, too, notwithstanding 
the fact that the assurances of the Presi- 
dent in taking over the railways in De- 
cember, 1917, that they should be re- 
turned to the owners after Federal con- 
trol with their condition in all respects 
unimpaired, will be far from realized in 
the case of most of the railways. 

“The public, therefore, must not ex- 
pect that their hopes of more satisfac- 
tory transportation service and ample fa- 
cilities will be realized immediately after 
March 1.” 





PROMPT ACTION NECESSARY TO 
SAVE CENTRAL EUROPE 


Fred I. Kent, of Bankers Trust, Urges Im- 
mediate Extension of Financial Aid 
“While I am thoroughly convinced that 

Europe for her own good should borrow 

as little from America as is possible and 

provide herself with essentials for recon- 





struction and for existence during the 
early period of reconstruction, yet I 
firmly believe that the $50,000,000 credit 
now being asked of Congress for the 
countries of Central Europe should be 
granted immediately by special order. 
The situation is so pressing that every 
day’s delay is dangerous, and the late 
spring, before the new corp is available, 
may be the crucial period that will de- 
termine the immediate future of all Eu- 
rope. 

“The British government has already 
agreed to advance half of any amount 
that the United’ States will provide up 
to a total for Great Britain of ten mil- 
lion sterling advance, and France and 
Italy are studying the proposition. The 
governments of the neutral countries of 
Europe have in several instances signi- 
fied their desire to consider taking part 
in extending help, provided the United 
States will do so, and there is good rea- 
son to believe that practically all may 
come in. Prompt and favorable action 
by Congress will therefore release a large 
fund that should go far toward enabling 
the reconstruction of industry, which will 
make it possible for the countries aided 
to help themselves.” 





LABOR ENTITLED TO HIGHER SHARE 
OF PRODUCTION PROFITS 


Attorney-General Palmer Would Not Re- 
duce Wages Because of High Prices 

“We cannot deny that in the United 
States many classes of labor have been 
ground down in an un-American fashion 
by conscienceless employers who suck 
their own profit out of industry and noth- 
ing else; we cannot deny the proposition 
that the time has come when labor, or- 
ganized and unorganized, is entitled to a 
larger proportion of the wealth which 
labor, in combination with money, pro- 
duces. 

“I am strong for reducing the high 
cost of living, but I have no hope of do- 
ing it by a reduction of wages. I do 
not want wages reduced and I do not 
think it would be wise or proper for us 
ever to get to a lower level, for we must 
make certain that labor shall have a 
larger proportion of what labor produces. 
We shall never reach the standard of 
equal justice, which the World War has 
made us better see and comprehend, un- 
til we make up our minds that labor 
shall have its just—and that is a larger 
—share in the joint production of money 
and labor.” 





BOND ISSUE FOR SOLDIERS’ BONUS 
WOULD INFLATE CREDIT 


Representative Mondell (Wyoming) Op- 
poses Plan in House 

“A financial panic would be threatened 
by a large issue of Government bonds to 
carry out any of the programs designed 
to aid the service men. 

“Increased taxes to raise the revenues 
for the plans suggested would be most 
unwise at this time. The only possible 
way of raising the money would be 
through increased consumption levies. 
Other results would be a large decrease 
in the market value of other Government 
securities, a much greater inflation of 
credit and the consequent ‘skyrocketing’ 
of prices.” 
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EXCESS PROFITS TAX HARMFUL TO 
AMERICAN BUSINESS 
President R. S. Hawes, American Bankers 
Assn., Criticizes Present System 
“The excess profits tax has outlived 
its usefulness and now stands as a detri- 
ment to sane industrial development in 
the reconstructive period. Although the 
excess profits tax is in the form of a 
direct tax on profits, it is in effect a most 
unsatisfactory commodity tax. The man- 
ufacturer or merchant subject to the tax 
is required to estimate in advance the 
amount he is compelled to add to the 
selling price of the commodity, and in 
turn to pass this on to the ultimate con- 
sumer in order to protect himself against 
the heavy imposition. Consequently, a 
business concern is naturally more apt 
to overestimate than underestimate its 
liabilities. Thus, the uncertainty of the 
tax has made it an obnoxious burden to 
both the one taxed and the ultimate con- 

sumer. 

“In the matter of primary production, 
is it just and fair to expect a man who 
owns timber in a forest, or ore in a mine, 
to cut that timber and give the Govern- 
ment a large percentage of what is, in 
fact, his reserve capital? The law indi- 
rectly tends to deter both expansion and 
production because it penalizes credit. A 
corporation with good credit that expands 
its business through loans is given no 
credit for capital so employed, no excep- 
tion being made for the borrowed capi- 
tal.” 





SHIPPING BOARD HAS MADE 
BIG PROFITS 

Chairman Payne Sets Results of Opera- 
tions at $166,000,000 Net 

“Government operations in the ship- 
ping business resulted in a net profit of 
$166,493,990 up to last June. 

“Not one cent will be asked of Congress 
by the board to complete its construc- 
tion program, since funds from operation 
and sale of ships will take care of esti- 
mated expenditures of $307,000,000 for the 
next fiscal year. 

“Any charges that the shipping board 
had more accidents and difficulties in op- 
erating vesseis than could otherwise be 
expected, were disproved by the fact that 
the insurance rate on the Government 
fleet was only 3% per cent., while the 
general commercial rate was 4% per cent., 
and that repairs were costing only a 
round 67 cents per month per ton op- 
erated.” 

Chairman Payne reiterated, however, 
that the “Government should get out of 
the shipping business as soon as possible, 
and stay out.” Operation of the present 
fleet he did not consider very profitable, 
though the Government had some cash 
from it. 
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GREAT PROSPERITY AHEAD 
FOR AMERICA 
Charles M. Schwab Is “Decided Optimist” 
on Fature 
“I am a decided optimist on the future 
of America. My company is spending 
$3,500,000 a month in plant improvements 
to handle the business now in hand and in 
Prospect, and expects to turn out 40,- 
000,000 tons of steel this year, which is 
about half the world’s pre-war output.” 
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WASTE LAND RECLAIMED BY 
DEPARTMENT OF AGRICULTURE 
Secretary of Agriculture E. T. Meredith 
Outlines Activities of Government 
Department 
In an address before the Merchants’ 
Association of New York, E. T. Mere- 
dith, Secretary of Agriculture, said in 

part: 

I fear that if I should ask the average 
business man what he knows of the 
Department of Agriculture, and what he 
thinks of it, he would say, “Why, there 
is such a department, I know, but I am 
not a farmer.” Yet, the Department of 
Agriculture is performing every day, over 
and over in business matters, in every 
day life, services that many have failed 
to realize. 

“In the great northwest there were 
thousands of acres of semi-arid land. 
which would not grow crops. So the 
department went out and found a hardy 
drouth-enduring wheat, bred it up, de- 
developed it. What does it mean to the 
United States to have produced each year 
from twenty to forty-five million bushels 
of wheat on ground where there would 


TRYING TO RESTORE THE PURCHAS.- 


ING POWER OF A DOLLAR 
—From Philadelphia Record. 


not otherwise have been any wheat? A 
quarter of a million dollars was all] that 
was ‘spent to produce a crop which, year 
after year, provides fifty million dollars 
or more, and, directly or indirectly, every 
individual and every business is benefited. 

“The southwest could not grow Indian 
corn satisfactorily, so the men in the 
department searched the world for other 
crops that could be grown there. Last 
year, there were one hundred and twenty- 
five million bushels of Kafir corn and 
other grain sorghums produced where 
before there was none, and a few thou- 
sand dollars in the hands of earnest and 
capable men was responsible for much of 
this. 

“Out in California, the .department 
found cull oranges and cull lemons selling 
at five dollars a ton. It established a 
citrus fruit laboratory to discover uses 
for the culls. As a result, the by-prod- 
ucts of lemons last year were 1,500,000 
pounds of citric acid, 500,000 pounds of 
citrate of lime and 50,000 pounds of 


lemon oil. Twenty concerns are now en- 
gaged in the manufacture of products 
from cull oranges. The total products 
last year were six million pounds of 
marmalades, jellies, and so forth. 

“In northern California there were 
thousands of acres of land growing noth- 
ing. The land was worth five to ten 
dollars per acre. For less than $200,000 
the department introduced and developed 
a rice, by foreign exploration, research, 
and careful breeding, and today a rice 
crop valued at $21,000,000 is produced 
in that territory. 

“You might not have a navel orange 
today if it were not for the Department 
of Agriculture. The oldest tree—among 
the descendants of the Washington navel 
orange which the department introduced 
from Brazil—is still growing in the green- 
house on the grounds in Washington. 
Last year 13,000,000 boxes of California 
grown navel oranges were distributed 
among the people of this country. 

“Another thing the department has in- 
troduced is the Smyrna fig. At first these 
trees would not bear fruit. By careful 
observation it was found that certain 
small wasps were the fertilizing agents. 
The wasps were brought over and still 
the fig trees were infertile, would not 
produce. By careful observation and 
study it was discovered that, beside the 
Smyrna fig, the wasp required the Capri 
fig to breed in. The Capri was brought. 
With the wasp and the Capri fig and the 
Smyrna fig together, it is all settled and 
soon America will be producing her own 
high quality figs. 

“There is an interesting story about 
dates. There is a date industry in Amer- 
ica, and it is producing a better date 
than you can find in any other place in 
the world. Some of the best dates have 
but few offshoots a year through which 
the trees can be multiplied. The inferior 
dates have twenty or thirty offshoots per 
year. To prevent the planting of the in- 
ferior trees, the department sends to 
Egypt for offshoots of the choice varie- 
ties. Four thousand dollars spent now 
means tens of thousands saved in the 
future.” 





SUCCESS OF RAILROAD LAW DE- 
PENDS ON LIBERAL INTERPRE- 
TATION 
James Speyer Sees No Other Way to 
Avoid Government Control 


“The real test of the value of this new 
law will only come, when-it is construed 
and applied. Experience has shown that 
even the very best intentions of legisla- 
tors may be neutralized, and that a law 
may even be turned into a weapon to de- 
feat the very objects it was intended to 
serve, foster and protect. 

“A great deal will depend on the char- 
acter and qualifications of the three new 
members of the Inter-State Commerce 
Commission which the President is about - 
to appoint. He has it in his power to 
strengthen the constructive element on the 
commission, or he can through his appoint- 
ments strengthen other elements, that have 
for years, partly through misconception, 
done such imimeasurable damage to rail- 
road credit and thereby also to the best 
interests of our country.” 
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HE most significant figure on our 
monthly graph, “The Trend in Money, 
Prices and Production,” is one that 
might at first almost escape notice—the 
advance in the rate for high-grade com- 
mercial paper at New York to 6%4%, the 
highest average monthly rate since 1907. 
This means, among other things, that 
the U. S. Treasury’s policy of keeping 
business money artificially easy in order 
to facilitate Government financing has 
‘been nearly abandoned. I say nearly, 
because Treasury certificates are still be- 
ing offered at the 434% rate. Apparently 
only motives of patriotism could induce 


COMPARISON OF COURSE OF AVERAGE WEEKLY EARNINGS IN NEW YORK STATE FACTORIES WITH COURSE OF RETAIL FOOD PRICES IN THE UN.TED STATES 
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a bank to buy them at that rate when 
much better interest can be obtained in 
other ways. Whatever may be said for 
or against the Government’s policy dur- 
ing the war of borrowing money from 
its citizens at less than current interest 
rates, there seems to be no sound argu- 
ment for continuing that plan now. 

The 634% commercial paper rate also 
means that a serious effort is being made 
to liquidate speculative business loans. 
Throughout the country, bankers are in- 
quiring more carefully into the uses which 
the borrower wishes to make of the credit 
he asks for. If he wants it merely to 
finance his current business, he gets the 
loan—usually at a somewhat higher in- 
terest rate than heretofore; but if he is 
planning expansions or the accumulation 
of goods against future needs, he is like- 
ly to be shut off with courteous but clam- 
like finality. 

This policy has the effect of checking 
commodity prices, as is shown by the 
slight decline in the Bradstreet figure for 
March. We are probably either at or 
near the end of the big advance in com- 
modity prices and the cost of living which 
began with the war in 1914. 
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Business Activity Somewhat Checked 
by Credit Limitations 


By G. C. SELDEN 


When the price of his product ceases 
to advance, the business man ceases to 
count up imaginary profits—that is, profits 
which appear to be shown because of the 
decline in the purchasing power of the 
dollar, or which result from the buying 
of materials and supplies earlier, and 
therefore at a lower price level than the 
level at which the finished goods are sold. 
Figured in dollars, as everybody does 
figure, the business man’s profits are 
smaller during stationary prices than 
during advancing prices, and they are, 
of course, still smaller when prices begin 
to fall. 
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It is this situation which makes it so 
difficult for the Federal Board to bring 
about any reduction of the total of com- 
mercial loans—so difficult, in fact, that 
so far an almost continuous increase has 
been recorded. For when business profits 
begin to fall off, many business men nat- 
urally wish to borrow more. They can 
show legitimate need for the credit and 
can give satisfactory security, so their 
banks can hardly refuse to grant it. 

There is, I think, no doubt that busi- 
ness profits are beginning to fall off. But 
profits were abnormal during the war and 
during most of 1919. Probably they are 
not below normal now, but the business 
man has in many cases begun to look 
upon the abnormal as normal, Where he 
was satisfied with a profit of 10%, for 
example, before the war, he feels abused 
if he gets only that profit now. 

Employees are in the same state of 
mind. The graph on this page shows that 
in New York State the average wage will 
now buy more food than at any previous 
time since 1914. It will buy 22% more 
food than it would at the beginning of 
1918. But wage earners are still striving 
for higher pay and in many cases are 





getting it. When profits begin to shrink, 
business men will find it, in most cases, 
impossible or unwise to reduce wages in 
proportion. Hence a further shrinkage 
of profits. 

These are for the most part considera- 
tions for the future, and I doubt whether 
they make themselves felt very forcibly 
before next fall at any rate. In general, 
business conditions are still very pros- 
perous. failures are small, wage-earners 
employed whenever they want to be, and 
profits satisfactory. 

Time money is still at prohibitive rates 
in Wall Street, but should become easier 
as commercial loans feel the effect of fur- 
ther limitations. The remaining features 
of the graph show no striking changes. 
U. S. Steel’s unfilled orders did not in- 
crease as much as expected because the 
company is turning down a good deal of 
business, being now sold up for about a 
year ahead. 

Trade Markets Active 

In the past it has been pretty safe to 
figure that U. S. Steel’s unfilled orders 
would begin to fall off about three months 
after the climax of a bull stock market. 
The way it worked was this: The de- 
mand for commercial money would cause 
a decrease in the amount of money avail- 
able for Wall Street purposes, thus forc- 
ing a decline in security prices. But the 
money thus obtained for business uses 
would permit continuance of business ex- 
pansion for some months. After that, 
limitations of business credits also would 
become necessary, expansion would be 
checked, and hence steel orders would be- 
gin to fall off. : 

The situation now is different because 
the Federal Board put the screws on Wall 
Street ahead of the usual time. So it is 
difficult to predict when activity in the 
steel business will begin to wane. Cer- 
tainly there is no sign of that so far. The 
demand for steel is very keen, and most 
of the companies have been getting higher 
prices than the U. S. Steel Corporation 
has charged. 

The price of copper has dropped about 
one cent recently. This is chiefly due to 
the extreme weakness of foreign ex- 
change, which has made it very difficult 
‘for Europe to buy copper or anything else 
that could be done without. Exchange 
has since recovered sharply and this may 
help exports. As soon as there is a really 
important revival in European industry, 
Europe will have to have copper. There 
has recently been some German buying, i0 
spite of exchange rates. 

As will be seen from the above, the 
situation is still very much confused be- 
cause of abnormal conditions. Nothing 
but time can restore the natural balance 
of business after:such a tremendous up 
heaval as the World War. One thing, 
however, is clear—scarcity of many kinds 
of goods. At the best, I don’t see how 
supply in general can catch up with de- 
mand before fall. But it is no time 0 
stock up. Prices are too high. 
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New England’s Railroad Outlook 








Can Its Formerly Prosperous Lines Earn 6% on Valuationr—Some Expert Views—Efforts to 
Be Made to Strengthen Credit and Revenues 


HE new national legislation paves 
the way for novel and interesting 
developments in New England rail- 

roads. How much relief will the Esch- 
Cummins act really afford, and what flies, 
if any, are there in the ointment? 


Hustis Sounds the Keynote 


The other day I asked President J. H. 
Hustis of Boston & Maine to epitomize 
the outlook, and he replied: “If the Bos- 
ton & Maine is a criterion for the rest 
of New England, the New England rail- 
roads will have nothing to fear under 
the proposed plan, which will permit 
roads to produce a return of at least 5% 
per cent. on the valuation of the rail- 
roads. 

“Upon any valuation basis that may 
be established, the property devoted to 
railroad purposes will undoubtedly show 
an excess over property account values. 
The Boston & Maine tentative valua- 
tion by the Interstate Commerce Com- 
mission is in excess of its capitalization. 

“The problem will be to establish a rate 
basis which will preserve former rate re- 
lationships and provide a rate structure 
that will not only permit New England 
to survive but to grow. It is no longer 
a railroad but a public problem, and must 
be viewed from that standpoint.” 

A most difficult thing to contend with 
will be the proportions which the rates 
and rate-divisions that govern revenues 
of the several New England railroads, 
bear to the rates and divisions of com- 
peting or connecting lines. New England 
rates cannot be raised in disregard of the 
rest of the Eastern region, which does 
not need such large increases. New Eng- 
land lines contemplate asking for rate in- 
creases in the two nearest territories of 
slightly more than the amounts needed to 
meet 6 per cent requirements on valua- 
tions, and making the New England in- 
creases somewhat less than the require- 


By FRANK B. SWAIN 


ments, the railroads in the other terri- 
tories to give up the difference in in- 
creased divisions on joint traffic. 

It is important that Congress attempt 
to set_some minimum limits of financial 
return; but the realization depends in 
good part upon ability to keep abreast 
of operating costs. Under government 
operation, these have so expanded that 
bankruptcy would threaten all New Eng- 
land lines were it not for the Federal 
compensation. The New England district 
director of the United States Railroad 
Administration said last week: “Quite 
aside from our temporary weather con- 
ditions [the roads are now nearly pro- 
strate on that account], the present situa- 
tion of the New England roads from a 
financial standpoint is much worse than 
that of railroads of any other section. Our 
New England railroads under govern- 
ment operation have earned $20,000,000 
less than interest on their bonds.” 

Growth in gross earnings without cor- 
responding expansion of capitalization 
has been so marked that any cut in ex- 
penses may be sharply reflected in share 
earnings, but the roads face additional 
wage demands, the granting of which 
would swell the deficits. Net operating 
earnings of the New England lines have 
declined 71 per cent. since 1917, and can- 
not be accurately forecast from year to 
year, but for 1919 the roads showed the 
results contained in the accompanying 
table. 

For the latest reported corporate year, 
1918, the New Haven had $5,562,533 “out- 
side” earnings in addition to the standard 
return, bringing gross income up to $22,- 
658,417. After $20,614,892 corporate de- 
ductions, there was left $2,043,525 net in- 
come, or $1.30 per share. Boston & 


Maine, for the same year, had gross in- 
come of $10,351,398, and after deductions 
showed $1,700,733, or $3.82 per common 
share. 


Its corporate structure has since 


been improved, under reorganization. 

The New England lines went under 
Federal management with nowhere near 
such satisfactory earnings margins as did 
numerous other roads, and come out with 
extreme operating losses. The increases 
in expenses have been in sundry direc- 
tions, and today it seems as if when the 
roads do not have the measles they have 
the scarlet fever. 

Of the standard return, American raii- 
roads averaged to earn 77 per cent. from 
their operations in 1918, the first year of 
Washington administration, those in the 
eastern region earned 70 per cent. and 
the New England lines alone earned but 
26 per cent.; in 1919, the roads of the en- 
tire country earned 58 per cent., eastern 
region roads, 64 per cent., and New Eng- 
land only about 25 per cent. 


Purpose and Effect of New Law 


The Esch-Cummins act apparently con- 
templates that each road shall be allowed 
to earn at least the minimum percentage 
on actual valuation, so far as the road 
can do so without too greatly disturbing 
territorial rate structures. Figures based 
on earnings needs and book values by 
territories, as distinguished from actual 
valuations, are misleading, because east- 
ern railroads, and more especially New 
England lines, are much undervalued in 
property investment accounts. Though 
computations thus based must be disre- 
garded as offering any permanent basis 
for freight revenue increases, some idea 
of the disparity between New England 
and the rest of the eastern or “central 
freight association” territory may be had 
from estimates that, based on book value, 
but 15 to 20 per cent. increase in freight 
rates would provide the needed aid in 
the latter territory exclusive of New Eng- 
land, whereas a corresponding 28 to 40 
percent. raise would be necessary in New 
England. 











TABLE I—COMPARISON OF NEW ENGLAND RAILROAD EARNINGS 







Road Ea. Freight oe (b) Net Federal on Bowk Vahove “ Suet 

it oa “a eats ee — 9 in 1918. 
ay kiaiaiew wean 632 $ 4,063,169  $ 5,287,300 $ 107,731 $ 1,555,775 $ 1,810,369  $ 1,065,842 
as errr 394 14,458,082 27,373,491 1,951,199 4,063,131 3,554,079 (c) 3,372,030 
I C0. tne Kdeccoeeneed 2,376 43,303,174 74,344,755 3,577,108 9,832,491 12,694,074 (d) 8,563,296 
Central New England............... 301 6,155,606 6,757,409 def. 163,138 1,468,124 1,639,216 832,572 
NN nae eaebes ees 536 4,255,202 6,288,384 def. 871,205 828,625 1,043,822 778,150 
Grand Trunk in New England....... 172 2,045,294 3,634,153 def. 766,514 def. 4,271 545,466 (a) 
ERASE OOD SPORE ee 1,216 11,286,883 17,525,178 def. 1,212,203 2,955,697 3,578,318 1,982,640 
& & Ss ) errr 1,966 49,236,962 106,545,120 6,929,382 17,173,367 18,509,959 20,614,892 
0 BSS eeerrs 7 peers eee 415 2,610,671 4,838,534 223,058 1,023,883 1,428,340 539,133 
Total, New England district......... 8,008 138,015,044 252,594,324 9,775,418 38,901,093 44,803,644 (e) 37,748,555 
Total, Eastern region............... 37,460 (a) 1,250,868,589 129,296,408 203,449,878 (a) (a) 
Grand total, all regions............. 231,889  3,556,734,573 5,113,537,241 515,817,773 892,855,395 1,085,090,096 607,521,806 


(a)—Not available for publication. 


plus or minus the net balances for equipment rents, joint facility rents and miscellaneous operating income (if any). 
° 


annual equivalent of net Federal income during the three years ended June 30, 1917. } rges 
bst i tside investments, in addition to the income from the properties devoted to railroad purposes, upon which 


(c)—Including Boston & Albany dividends. 


tial other 





receive 


‘rom 
latter properties alone the book-values figured on this tabulation are based. 
(e)—Exclusive of Grand Trunk in New England. 


reerganization. 


meet corporate fixed char 


(b)—Net Federal income is operating revenues minus railway tax accruals and uncollectible yy ! revenues, 


Standard Return is the average 
some of the companies 


(d)—Before recent 
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This means that, as above indicated, the 
rate structure must be compromised, and 
it is therefore impossible at this time to 
forecast how well the New England roads 
may come out. Both “class” and “com- 
modity” freight rates will have to be in- 
creased. It will be practicable to advance 
certain short-haul rates, though rates on 
longer competitive hauls can be revised 
less readily. Most of the help must come 
from freight, but there are still possi- 
bilities for revenue gains from commuta- 
tion and other passenger fares. 

Rolling-stock purchases by the New 
England lines have long been deficient. 
They require 20,000 new freight cars. 
Sidetracks are very inadequate. With 
only the present facilities, there is but lit- 
tle room for further traffic growth. 

[hhe new legislation takes away 50 per 
cent. of any earnings above the desired 
minimum return of 6 per cent. on valua- 
tion. Such a clause restricts the bid for 
new speculative capital, which should be 
attracted if New England’s railroad plant 
is to expand in a big way. 

On April 15 next New Haven must 
meet a $43,964,400 6 per cent. loan from 
the government, and early in 1922 $27,- 
985,000 debenture 4s become payable. Bos- 
ton & Maine System has $8,843,000 bonds 
and notes maturing this year, out of $16,- 
492,000 funded debt due before 1923 mid- 
year. In addition, the government claims 
from this road $15,000,000 for additions 
and betterments and equipment alloca- 
tions during Federal control. The road 
must also repay within about 10 years 
$19,879,000 borrowed from the govern- 
ment, incident to reorganization. 

Though 6 per cent. on valuations is a 
slight enough post-war yield, the New 
England roads would be relatively on 
Easy Street if assured such return. If 
dissatisfied when the valuations are com- 
pleted by the Interstate Commerce Com- 
mission, they have a right to fight the 
findings through to the Supreme Court. 
Instead of trying to set up depreciated 
values alone for rate-making purposes, 
the present trend of Valuation Commis- 
sioner Prouty seems to be to recommend 


ducted should be for repairs and renewals 
which should have been made but had 
not been made. 

This has aroused considerable discus- 
sion, because the method of computing 
depreciation approved by the Interstate 
Commerce Commission is on a basis of 
expired age. Under the latter method, 
if a tie will last 10 years and it has 
been five years in the track, 50 per 
cent. of its value now is charged off 
for depreciation. One result of that 


Most of New Haven’s investments are 
net being valued by the Cemmission. 
They include trolley companies (carried 
at around $106,000,000 and steamship 
company and other investnsents that bring. 
total book values to around $245,000,000. 
Land values of New Haven proper will 
doubtless be appraised by the Commis- 
sion higher than the land values found 
by Professor Swain, $68,029,000, but such 
an amount as the latter, added to $245,- 
000,000 investments and $248,596,000 ten- 








TABLE II—BOSTON & MAINE EARNINGS—CONTRASTED WITH 6% ON 


PROBABLE VALUATION 


Compensation 


with aid of 


federal return 


If allowed 6% 
on $250,000,000 
valuation. 
$15,000,000 
15,000,000 
15,000,000 


(a) Net income 
earned from 
operations. 
$ 3,625,000 
3,668,000 
11,851,696 


(a)—Including miscellaneous income, and before deducting interest rentals, equipment hire or 


dividends. 








method, which may prove a conclusive 
argument against it, is that a railroad, 
when first put into operation after sev- 
eral years of construction, may show con- 
siderable depreciation or an initial im- 
pairment of capital, though absolutely 
new as to operation. 
Specific Valuation Findings 

Book values of the reorganized Bos- 
ton & Maine will show $188,729,000 (in- 
cluding $183,632,000 for road and equip- 
ment and $5,097,000 for improvements to 
leased properties). These book values 
approximate the consolidated company’s 
$85,673,000 stock and $188,210,000 long- 
term debt, but do not cover the unmerged 
subsidiaries and leased lines. Tentative 
June 30, 1914, figures of the Commerce 
Commission valuation approximate $276,- 
528,000 for the system’s properties (in- 
cluding lands) devoted to transportation, 
at cost of reproduction new. This total 
exceeds the system’s capitalization by 
over $64,000,000. Corresponding tentative 
tigures for cost of reproduction less de- 








TABLE III—EQUIPMENT HIRE DEBITS—BOSTON & MAINE AND NEW HAVEN 


1917 
Boston & Maine 


New Haven 
(a) Year ended June 30. 


(a) 1915 
$1,185,500 
300,600 


1916 
$2,526,852 
2,860,208 


(a) 1916 
$2,053,940 
2,320,884 








a bolstering-up, to an amount approach- 
ing the “cost of reproduction new,” of 
the “depreciated value” through adding 
“appreciation” and “going concern” 
values. 

One of the most noteworthy railroad 
valuations was by Prof. George F. Swain, 
of Harvard University, for many years 
chairman of the Boston transit commis- 
sion und consulting engineer of the Mas- 
sachusetts railroad commission. In this 
report to the Massachusetts legislature, 
in 1911, Professor Swain urged that, in 
valuing for rates, or capitalization, or 
condemnation, no depreciation should be 
deducted if the property had been kept 
in good operating condition by making 
all repairs and renewals when required. 
The only depreciation that should be de- 
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preciation plus land are $223,118,000. It 
seems probable that the system will finally 
be appraised at at least $250,000,000. 

Boston & Albany’s lands in Boston 
alone are assessed for taxation at about 
$25,000,000, or the amount of outstanding 
stock, leaving the rest of the property 
against the $26,000,000 bonds. This road’s 
valuation will show enormous worth 
above book values. 

Professor Swain found the value of 
New Haven proper, exclusive of land, 
to be $236,572,756 new or $195,572,068 de- 
preciated, as compared with Commerce 
Commission tentative valuations (which 
are as of June 30, 1914, with inventories 
as of June 30, 1915, or before the big 
rise in prices) of $248,596,757 new and 
$192,147,034 depreciated. 


tative Commission figures, makes $561,- 
625,000. Against this there were on Sep- 
tember 30 last $224,511,000 long-term 
debt and $71,468,000 net liabilities of 
other kinds, leaving $265,646,000, or $169 
per share, in assets as outlined. The 
trolleys could be written down to an 
earnings-value base and with actual land 
values of the New Haven counted in, it 
could undoubtedly show over $150 per 
share equity without taking any account 
of the appreciation in the prices of prop- 
erty during the past few years. 

Relief should be applicable to the valu- 
ations for the New Haven and leased 
lines—the New Haven system—totaling, 
tentatively, $326,642,724 new and $255,- 
368,999 depreciated, these totals being ex- 
clusive of land. Allowing, say, $125,000,- 
000 for the railroad system’s land values, 
there should be not less than $400,000,000) 
final railroad values on which to allow 
transportation earnings. Were it possible 
to earn 6 per cent. on this amount and 
other income did not fall below the $5,- 
562,000 of 1918, deductions equivalent to 
the $20,614,000 that year would leave $8,- 
948,000, or $5.69 per share, as contrasted 
with $1.30 per share earned by 1918. The 
outside investments may in time yield 
more satisfactory income. 

The foregoing computation assumes 
that rate advances can be evolved to give 
the New Haven not less than the full 
minimum earnings yield sought on valua- 
tions of railroad properties. It is at this 
time largely guesswork whether or not 
this will be possible. A smaller proportion 
of traffic is freight on New Haven than 
on other New England roads, and reli- 
ance cannot be placed on passenger fare 
increases to furnish anything like the 
additional earnings anticipated from 
freight. 

A merger may be effected between 
Pennsylvania Railroad and New Haven, 
under the Esch-Cummins measure. In 
this event, New Haven stock would 
doubtless go in at a higher price than 
the present. 

It has been impracticable to sell the 
Boston & Maine and other important 
interests covered by the New Haven dis- 
solution decree. Postponed’ sale of these 
properties, carried at book values of $130,- 
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126,000, beclouds any market appraisal of 
New England transportation. Of these 
properties, $27,767,000 book values repre- 
sent New Haven’s investment in Boston 
& Maine system, which includes 55 per 
cent., or 219,189 common shares, held 
through Boston Railroad Holding Co. 
This interest in Boston & Maine no 
longer comprises a majority of its voting 
stock, as the reorganization has merged 
directly-leased lines through exchange of 
their shares for voting first preferred 
shares. 

If Boston & Maine’s equipment hire 
and other remaining rentals do not 
greatly exceed those of the past two years, 
or say $3,000,000, annual fixed charges 
will aggregate $8,464,000 and for four 
years first preferred dividends will call 
for $2,035,780 and preferred dividends for 
$125,992, a total of $10,625,000. Such 
sums contrast as shown in Table II here- 
with. 

Freight car rentals have been elimi- 
nated during most of the federal control. 
Now they are again in operation. New 
England must always be comparatively 
slow in handling “foreign” freight cars. 

Regulation will now be more harassing 
than ever before. People are apt to be 
more critical. The surrounding circum- 
stances convince some leading brains in 
transportation that Government owner- 
ship of the railroads is eventually inevit- 
able. In such event, securities with the 
most substantial property equities should 
command the best prices, and, as a group, 
stocks and bonds of the New England 
railroads are in this respect unsurpassed 
by those of any other big section of the 
country. 

It is in face of all the conditions set 
forth above that the Washington authori- 
ties must approach the task of rehabilitat- 
ing the New England railroads, and if 
private operation is to succeed the public, 
as well as the roads’ managements, must 
give heroic aid. At the best, the outlook 
for the securities of these roads is much 
clouded. Though risky, they offer very 
noteworthy chances for speculative profits. 

Of course, if any such an income as 
$15,000,000, or 6% on the approximate 
probable final valuation, were realized, 
there would be left, after first preferred 
and preferred dividends, $4,502,000, or 
about 114%4% on the common during the 
first preferred’s 20%-dividend-reduction 
period, and $3,800,000, or over 914% on 
the common, during subsequent years. 
Outstanding first preferred stocks forego 

% of regular rates during five years 
to 1924, but the old-preferred stock can 
receive its full rate and dividends can be 
paid on common stock during this period 
if $12,000,000 6% first preferred be sold 
at par for cash and the proceeds applied 
to paying debt owned the Government. 


Automobile Competition 


Trolley transportation is not proving so 
formidable as it promised to become 
when Mr. Mellen bought up trolley lines, 
but astounding cuts in passenger service 
by the New England railroads have ac- 
companied the rise of the automobile. In 
freight also the rail lines are losing an 
immense amount of shipments to the 
auto truck. The big mills at Manchester, 
New Hampshire, for example, have for 
some time sent their goods by truck to 
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fast freight trains from Boston to New 
York. Between many points prosperous 
express trucks compete with the railroads. 

However, there is, of course, a great 
deal of traffic that must continue to 
move by rail in New England. Manu- 
facturing enterprises find here labor and 
other industrial facilities that will keep 
their plants running despite any reason- 
able advances in transportation charges. 

How justly will the new law be ad- 
ministered to correct the inequalities that 
have heretofore disadvantaged the New 
England lines? This is a vital question. 





With their comparatively shorter mileage, 
they have never been treated anywhere 
near liberally enough in the matter of 


rate divisions. Railroadwise, New Eng- 
land is really one big terminal, and should 
be so treated. 

To provide adequate terminal facilities, 
the New England lines have to tie up 
much more capital in real estate and 
equipment than do connecting roads. 

An incidental problem is the excessiv: 
cost for use of rolling-stock belonging to 
other roads. How such charges operat: 
can be seen from Table III. 





Stock Dividend Prospects 


Supreme Court Decision Increases Probability of Stock Div- 
idend Declarations—Some Corporations in Peculiarly 
Favorable Position 


7s market activity, both when the 
false rumor came out that the Su- 
preme Court decision had been unfavor- 


. able to stock dividends, and later when the 


correct news was given out, shows how 
much importance the Street attaches to 
the possibility of stock dividends in fixing 
the price of a stock. The final settlement 
of the question of taxability opens the 
door to the declaration of stock dividends 
by many corporations which have piled 
up large earnings within the last few 
years but have not paid out a large pro- 
portion of them in cash dividends. 

The attached table indicates a few 
which are particularly well able to pay 
substantial stock dividends, though it is 
in no sense a prediction that such divi- 
dends will be paid. In some cases offi- 


cial announcements have been made 
which increase the probability of stock 
payments. ; 


President Macauley of the Packard Mo- 
tor Car Co., for instance, is quoted as 
having said some time ago that if the 
Supreme Court decision were favorable, 
his company would issue a 100% stock 
dividend. President Wilkinson of the 
Crucible Steel Co. has said that his com- 
pany intends to issue stock dividends to 
an amount unstated, as warranted by the 
financial condition of the company and the 
trade situation. Crucible Steel has just 
increased its capital stock from $25,000,000 
to $75,000,000, and it is expected that much 
of the increased authorization of $50,000,- 
000 will be paid out to stockholders. 

Payment of a 33 1/3% stock dividend on 
Chandler Motors stock has been discussed 
at a meeting of the Board of Directors, 
and action is expected soon. When the 
company was recapitalized some time ago, 
100,000 old shares of $100 par value each 
were converted into 300,000 authorized 
shares of no par value, of which 210,000 
are outstanding. A stock dividend of the 
amount mentioned would total -70,000 
shares, leaving 20,000 shares in the treas- 
ury. 

Officials of General Chemical have also 
stated their intention of declaring a stock 
dividend should the Supreme Court deci- 
sion turn out as it has. In past years 
this company has been fairly generous in 


its stock dividend payments, distributing 
10% in 1916, 20% in 1917 and 5% the year 
after, while last year it paid no stock 
dividends at all. 

On the basis of past performances th 
Standard Oil stocks, two of which are 
mentioned in the accompanying table, 
should be expected to distribute stock 
dividends now that the uncertainty is over. 
Standard Oil of California paid a 50% 
stock dividend in 1916 and one of 334% 
the year after, while S. O. of Kentucky 
in 1917 paid a 100% stock dividend. 

United States Rubber early this year 
paid a 12'%2% stock dividend, but in the 
opinion of many this does not exhaust its 
possibilities in this direction, and this view 
would seem to be borne out by the amount 
of surplus accumulated since 1914, with 
deductions for the dividend mentioned. 








STOCK DIVIDEND POSSIBILITIES 
Earnings not distributed since 1914: 








American Woolen .............. $ 35.807 
RR et seer a eek 91.38 
OS Eee ee ees 36.67* 
I ol ON 168.45 
General Chemical ............... 73.9) 
Kelly-Springfield ............... 173.488 
a ig i eae 70. 
Republic Iron & Steel............ 61.03 
Seare-Roebuck ......ccccccccces 69.32 
eens Ge OE Ee. ncccccsceasa 99.027 
Standard Oil of Cal............ 387 
United States Rubber .......... 94.05t 
$1919 earnings estimated. *On present 


r 


capitalization of 210,000 shares of no 
value. 71919 earnings not included. §In 
% of capital stock; present par value $25, 
reduced from $100 par value in 1916. 


AN AXIOM OF FINANCE 

The wisdom of distributing one’s funds 
over a variety of securities is so obvious 
to the trained man in investment affairs 
that it is practically an axiom. It is one 
of the first rules of a banking house seek- 
ing to hold its clientele and to build up 
an organization that will become increas- 
ingly stable. 
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Building Your Future Income 


‘The “Marginal Utility” of Your First Dollar—The False Doctrine of the Even Chance—The 
One Characteristic That Successful Men Have in Common 


you might think that the man who has 

only a little money would be espe- 
cially careful to avoid losing that little. 
You might think so—if you did not know 
human nature. 

With the great majority, it works ex- 
actly the opposite way. The one who has 
ut little money says: 

“Well, I can’t lose much, for I haven't 
got it to lose. I haven’t got enough now 
‘to do me any goed, so I might as well 
take a chance with it.” 

Another of his favorite arguments is: 

“Six per cent. on the little money I 
have don’t amount to anything. It 
wouldn’t hardly be visible under a micro- 
scope. I have got to get into something 
that will double my money.” 

He may even say—for we have heard 
him: 

“With the little money I have, it pays 
me to take an even chance on losing it 
or doubling it.” 

* . * 

VEN if he could find anywhere this 
even chance of losing or doubling, it 
would not pay him. The economists talk 
about the “law of marginal utility.” 
That means in ordinary language—which 
of course the economist wouldn’t con- 
descend to use—that if you have only one 
dollar it is worth a lot more to you than 
one dollar is worth to the man who has 

a million of them. 

Mcst of us recognize this in our ex- 
penditures. The millionaire spends a 
dollar without knowing the difference. 
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If the man who has only one dollar 
spends it he may have to go hungry. 

What is a dollar worth to the man who 
has an ulcerated tooth and lacks the dol- 
lar to have it pulled? The lack of that 
dollar means a lot of suffering to him. 

A common case is that of the young 
man who loses his job and has, let us say, 
$50 on hand. His fifty gradually melts. 
While the first ten is melting, he does not 
change his habits much. As the next ten 
goes, he begins to economize. And when 
he gets down to the last ten, he stretches 
every penny to the uttermost. He may 
not know what the words “marginal util- 
ity” mean, but he gets the idea all right. 

And the law, of course, works equally 
the other way. You gradually enlarge 
your expenditures as you accumulate 
money. Why? Because each additional 
dollar is now worth less to you. 

Why is it that people do not see that 
this law applies to investments just the 
same as to expenditures? 

*_ * * 

UT as a matter of fact, this even 
chance of losing or doubling is 
never offered to you. There are always 
some incidental expenses involved in tak- 
ing any sort of chance—unless, possibly, 
in matching pennies, and even there we 
should say that the time you have to 
spend on it is a pretty big incidental 

expense. 

When you stop to think of it, why 
should anybody offer you an_ even 
chance? What can he make out of that? 


He has got to have better than an even 
chance himself to pay him for spending 
his time and money getting you into the 
deal. Which means that you have less 
than an even chance. 

Suppose U. S. Steel is, so far as you 
know, just as likely to go up as down. 
For you, that is an even chance of losing 
or doubling your money. But can you 
take advantage of it on even terms? By 
no means. What with commissions, in- 
terest, taxes and the “invisible eighth,” 
you really start with a considerable ex- 
pense, which must be subtracted from 
your profit or added to your loss, as the 
case may be. 

* * * 

Not only are your first savings worth 

more to you in “marginal utility” 
than any that come later, but they are 
worth far, far more to you in the form- 
ing of a habit, the creation of a healthy 
state of mind, the development of a will 
power that will eventually enable you to 
get what you want. 

Have you noticed what is the one char- 
acteristic that all successful men have in 
common? It isn’t brains, or shrewdness, 
or industry, or tact, or breadth of view, 
or any one of a dozen other good qual- 
ities which one has and another lacks. 
It is courage, determination, the uncon- 
querable spirit—in other words will 
power. 

So don’t gamble with your first sav- 
ings. Nurse them. Invest them with a 
keen eye to safety first. 
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He Buys When Others -Want to Sell 


A Modified Specialist in Panics—Consistency and System Bring 
Success—A Common Sense Plan 


THE MAGAZINE OF WALL STREET: 

I agree with you that no extraordinary 
luck is necessary in order to become suc- 
-essful in investment. My own experi- 
ence shows that I have not been gifted 
with any special talents beyond an ability 
to “stick-to-it” but that has served my 
purpose well enough, as you will see. 

I am now thirty-five, married, and have 
wo children. By trade I am a chauffeur, 
and at this I have jor -very many years 
-arned steadily $35 or more a week. Out 

f these small earnings and before my 

iarriage I always managed to put some- 
thing by for a rainy day. Being ambitious, 
| studied the automobile and know it 
(although I say so myself) as perhaps few 
others of my acquaintances do. The re- 
sult has been that, while I have always 
had a steady job, I am often called upon 
to do some difficult work, for which I 
have been able to charge very well in- 
deed, while satisfying my customer in 
every way. These earnings, on the side, 
have always been saved and invested. 

Besides my working hours, I am never 
averse to doing extra work, morning or 
night, where the other fellow didn’t care 
to soil his fingers. Therefore, my income 
has been averaging about $50 a week, 
and as fast as I earn more, I save more. 

It will surprise you to hear that I have 
accumulated over $8,500, and that my 
expenses have seldom been higher than 
$35 a week, although married, and often 
much less. 

My method has been to buy a few 
shares at a time, as and when I had saved 
up a few hundred dollars. Not knowing 
enough about the market, but knowing 
something about values, I have always 
picked good investment stocks, mostly in- 
dustrials, when they were selling at very 
low prices compared with former prices, 
especially dividend payers (in fact I 
seldom go in for non-dividend payers be- 
cause I don’t like to lose any interest). 

My best purchases were made in 1914 
and 1917 when things were lovking espe- 
cially black. I usually sell ovt in a year 
1r eighteen months, when I have profits, 
acting on the idea that a bull rnarket can’t 
last forever. 

Owning stocks in small quantities out- 
‘ight, the fluctuations do not bother me. 
I am only interested in trying to get a 
little news occasionally on my stock, and 
as I have everything registered in my 
own name, I know all about the dividends, 
and so long as these come: in have felt 
that everything has been going right. 

To give you an idea how well the plan 
worked out, the following were some of 
my purchases in 1914: 

10 American Smelters at $55. 

5 American Sugar at $100. 

5 American Telephone at $114. 

20 Anaconda at $30. 

10 U. S. Steel at $55. 

10 Utah Copper at $45. 

There were others in the list, all paying 
dividends, and all bought just as cheaply. 
I sold my Utah the following year at $75, 
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bought it back in 1916 at $80 (I figured 
it was worth more in 1916 than in 1915) 
and sold it a few months later at $120. 
American Sugar brought me $120, Ameri- 
can Telephone $130 (in 1916) and I 
bought Telephone again in 1918 at $94 
and am still holding it. I can afford to 
lose something on Telephone without cost- 
ing me anything. 

When Steel rose to nearly $90 in 1915, 
I figured that it might go to $100, but 
when I saw it dropping back I let go 
around $80. When the big smash came 
in 1917, I remembered my previous figure 
of $80 and told my broker to buy me 
20 shares if it ever went there. He got 
it although the lowest price was about 
$79%4. This was an accident. I held my 
U. S. Steel for over a year hoping to get 
$125, but finally I figured that $25 a share 
with all dividends was a good profit, and 
I sold out. 

You will notice that I am _ taking 
chances all the tizne, but I know the risk 
I am taking and consider that I am now 
“on velvet” so to speak and am going to 
keep it up. 

I have been “successful” in a way. 
Could have made much more but am 
satisfied. What do you think of my 
method? 

Yours sincerely, 
AUTOMOBILE. 


Your method is good, and in a way an 
improvement upon the Specialist in 
Panics, because the last named gentle- 
man was really taking chances with his 
money in buying U. S. Steel at a time 
when that colossal corporation looked 
more like an aqua pura proposition than 
a steel commpany. But it must be explained 
that friend Specialist is a Wall Street 
man, and was then a student of far more 
than average experience. 

When he bought U. S. Steel common 


at about 20 he was really speculating that 
it would go up 20 before it went down 
10 or 20 more points: and he could not 
have been very much wrong. 

We like your method better because 
you have been dealing with established 
propositions as your purchases clearly 
indicate. Your idea of compelling your 
pets to pay their own board by the 
dividend route is a good Scotch way of 
acting fairy godmother. You work hard 
enough, morning and night, and there’s 
no reason why securities should eat their 
heads off while waiting to go up. 

The writer has followed the same plan 
in a way, but makes a much greater 
diversification, buying 5 or 10 shares (the 
latter is usually the limit in high-priced 
stocks), and a very large variety: in fact 
the variety is so big that no broker has 
cared to carry his account in “odd lots.” 

It is one of our theories that extra 
earnings over and above what has been 
found sufficient to enable one to live 
comfortably should be “plowed back”—not 
the entire amount in extra earnings, but 
the greater proportion, since one is en- 
titled to greater living comforts as income 
increases. However, you cannot go wrong 
plowing back the entire surplus, any more 
than one can go broke taking profits. 

Would suggest that you broaden out 
your scope of operations to a bigger 
group. Just now the rails, coppers, 
metals, and bonds are in the doldrums. 
Bonds in particular look like bargains at 
these levels, in fact they are relatively 
cheaper than common stocks. Why not 
try the plan of devoting 20 per cent of 
your fund to the bond department. The 
“Investor's Pocket Manual” or our Bond 
Buyers’ Guide will give you a good list, 


‘and from the former you can see the high 


and low prices for years back—you seem 
to have a liking for ancient and modern 
history of prices. 

Yours is one of those cases where we 
have little or nothing to suggest except- 
ing that you continue as before. Unless 
you seriously misjudge the market cycle 
you should be very independent by the 
time you are fifty. 





Points Income-Builders Should Know 


Certified Check 


A certified check is a guarantee that 
funds, sufficient to satisfy the check, are 
in the bank to the credit of the maker. 
The process of certification consists of 
some member of the banking firm or some 
responsible person connected with the 
bank, signing his name or in some other 
manner indicating that the check, when 
presented will be honored without ques- 
tion. When a bank is called upon to cer- 
tify a check, it immediately deducts from 
the depositor’s account, a sum equivalent 
to the amount of the check. This sum 
is held in abeyance until the check is 
presented for payment. This is done to 
guard against possible drawing of all 
funds from the bank by the depositor after 
“certification” and before the presentation 
of his check. When wishing to have a 


check certified it is only necessary to 
draw a check on your bank and present 
it to some officer of the bank for the pur- 
pose. 

However, the bank need not certify the 
check if it does not wish to do so, certi- 
fication being really an act of accommo- 
dation by the bank. Some banks have 
adopted a policy, in order to accommo- 
date their depositors, of “over-certifying” 
checks, that is certifying a check for more 
than the depositor has to his credit in the 
bank. However, this is usually done with 
the understanding that the depositor will 
deposit the difference, the same day. Na- 
tional banks are not allowed to do this. 
Certified checks are sometimes used not 
as cash for the payment of a debt, but as a 
guarantee of good faith. In the case 
that a certified check is not used, it may 
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be returned to the bank and cancelled, in 
which event its amount is credited to the 
maker. 

Holding Company 


This is the name given to a company 
which owns a majority of the stock of 
another company. The company need 
not be an operating company. That is, 
it may not be in any business of its own 
other than to hold the securities of other 
companies. In some cases, the officials of 
the holding company do not take any part 
in the management of the operating com- 
pany. Sometimes the holding company 
is a means of evading the law, since a 
certain law in the United States known 
as the “Sherman Act” is designed to pre- 
vent big corporations from controlling too 
many companies or having too many in- 
terests. In fact, there are certain states 
which will not issue a charter to a purely 
holding company. 

An example of the above is to be found 
in the American Smelters Securities Co. 
The stock of this company is almost en- 
tirely controlled by the American Smelt- 
ing and Refining. 


Listed Securities 


It is a common belief that securities 
listed on the various exchanges are better 
investments than unlisted securities. This 
in a large measure is true, although there 
are some very good securities as yet un- 
listed on any exchange. The fact that a 
security is listed, merely means that less 
mystery is attached to the facts and fig- 
ures surrounding it. 

When a corporation applies for a list- 
ing of its security on the exchange, it is 
necessary for it to submit to the officers 
or governors of the exchange, a descrip- 
tion of the security in such a complete and 
comprehensive form that every detail sur- 
rounding it is immediately discernible. 
The company is further obliged to fur- 
nish the Exchange at regular intervals, 
financial statements showing the earnings 
and financial condition of the company. 

The New York Stock Exchange has 
what is known as a “listing committee.” 
Each company applying for the listing of 
its stock must make application to this 
body, which in turn investigates these 
applications and reports to the governing 
body of the exchange. The approval of 
the “governing committee” is a guaran- 
tee to the stock exchange that the cor- 
poration in question has successfully filled 
all the requirements of the “listing com- 
mittee.” However, the stock exchange 
does not stand sponsor for any security 
as regards its instrinsic value or future 
possibilities nor does it make any repre- 
sentation to the public that the security 
concerned will be worth its quoted price, 
or will not decline. The buyer must be 
the judge on the principal caveat emptor 
(let the buyer beware). Wild-cat 
promotions stand absolutely no chance of 
being listed on the exchange. 


How to Figure “Rights” 
Take the cost of 100 shares of 
present stock, say 120 
Add to it the amount to be paid 
for the new allotment of stock, 
say 10 shares at 100 
Total cost 
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Divide the total cost by the num- 

ber of shares this will give yeu, 

viz., 110, and you have the 

value of your new stock....$118.1818 
Deduct this from the present 

price of the stock (120) and 

you have the present value of 

the rights 


If you buy the rights on 100 
shares at $1.8181, your outlay 
will be 

This will entitle you to subscribe 
to 10 shares of new stock at 
par, costing 

Total cost of shares $1,181.81 

This is equal to a price of $118.18. 


If you buy 10 shares of present 
stock at 120 it will cost 


You can sell your rights for 


This will reduce your cost to... $1,181.81 
Equal to the same price of $118.18. 


Callable Preferred Stocks and Bonds 


Preferred stocks that are “callable” 
merely means that the issuing corpora- 
tion has a right to “call them in” or re- 
deem them at a certain figure, which is 
usually at a premium ranging from 5 to 
10 points above the par value. A pre- 
ferred stock having a par value of $100 
callable at 105 is purchased or issued with 
the understanding that the corporation 
may after certain written notice or other 
procedure—which is usually stated on the 
face of the certificate—redeem the whole 
or any part of its preferred issue at $105 
a share, irrespective of the market price. 
Of course, they may or may not “call” in 
stock: it depends upon their treasury busi- 
ness and business policies. 

A large number of corporations have 
completely retired their preferred stocks 
in the past, especially where the issue car- 
ries a fixed dividend of seven per cent. 


or more, and the dividend is cumulative: 
also where the entire preferred issue is 
so small as to cause no great hardship 
on the company in retiring it. There 
is no special advantage in buying this 
type of preferred stock, although oppor- 
tunities arise sometimes to buy into a 
preferred issue that is selling low in the 
market, corporation finances flourishing 
and the issue likely to be redeemed as re- 
vealed in the balance sheets. It takes 
very skilled investigation to discover such 
opportunities. 

Broadly speaking, bonds are open to 
the same retirement on redemption fea- 
tures, and the principal is no different. 
Companies like American Ice have re- 
tired bonds in full in spite of a depre- 
ciated value in the market, while others 
like the International Mercantile Marine 
Corporation have been reported to have 
bought their own bonds in the market 
Corporations having a right to retire 
their bonds before maturity often find 
their own bonds as good an investment 
as any other, where they may be bought, 
in the opinion of directors, at an attrac- 
tive figure in the market. 

On the whole, we believe investors 
should not attach too much importance 
to the callable or redemption features of 
preferred stocks and bonds. The fact 
that a corporation has a right to call 
them in is not a promise and sometimes 
not even a prospect that it will do so. 
The main thing to observe is the con- 
sistent earning power behind the issue, 
the number of times it has earned and 
paid its dividends and fixed charges for 
the last business cycle, and the proba- 
bility of a continuance of its ability to 
do so in future. A non-cumulative pre- 
ferred stock, non-callable, with dividend 
earned four times over in the past ten 
years, and no break in ‘payments, is bet- 
ter than a cumulative issue with 20 per 
cent. in arrears, earning three times its 
dividend now and an average of one-half 
its dividend in the past five years. The 
former is an investment and the latter a 
decided speculation. 





Life 


W HEN the Government of the United 
States officially endorsed life insurance 
by entering the field on a scale unprece- 
dented in the annals of the business, it 
intentionally or unintentionally took the 
greatest step ever taken to alleviate, and 
ultimately destroy, the poverty that exists 
in this great and wealthy country, be- 
cause life insurance strikes at the root 
of the evil: The lack of systematic sav- 
ing over a period of years. 

In considering the advantages of life 
insurance for young men, it must not be 
forgotten that the benefits reaped by each 
individual accrue in the aggregate to the 
State. If it were otherwise life insur- 
ance would not hold the exalted position 
it holds today. If every young man car- 
ried some kind of a policy he would of a 
necessity acquire the habit of saving 
money—not just for a few weeks or a 


Insurance for Young 
Advantages of the Twenty Payment Policy With Endowment Option 


By RAYMOND C. ELLIS, Home Life Insurance Co. 


Men 


year, but for a number of years. After 
all, it does not make so much difference 
how much a man makes, as what he 
saves, and how regularly he saves even 
a small portion. 

Some time ago a daily paper published 
the following news item: “A man of 
great civic interests died and left all he 
had to the State; all he had was a wife 
and nine children.” The trouble wit! 
this piece of irony is that it is too true 
The average man who reads it laughs, 
forgetting that 82 times out of 100 he 
is laughing at himself, for 82 out of every 
100 leave no estate. Consequently thou- 
sands of children go to work instead of 
to school (only about 20 out of 100 get 
to high school). Poverty, that broad 
term including so many ills, is one of 
the most expensive burdens borne by a 
government. It fills almshouses and 
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jails. It clutters park benches. It is the 
powerful ally of illiteracy. It is the root 
of discontent and the seed of social un- 
rest. All of these are economic losses 
and the taxpayers bear the burden. 

Aside from the magnificent service life 
insurance renders the country at large by 
instilling the habit of thrift in the people 
and forming the bulk of what few estates 
are left, it is of the greatest practical 
value to every young person who wants 
to be a success. 

It is a homely, but nevertheless a true 
sroverb that says you can’t teach an old 
log new tricks. When the Government 
emphasized the value of life insurance 
or young men, it struck at the very foun- 
ation of our lack of thrift, because if 
, man does not learn the habit of saving 

hen young, it is hard to acquire it when 

der. Life insurance is the only way in 
hich a young man can create an estate 

1 a very small deposit. An estate gives 

nfidence and is a valuable business 

set. As a matter of fact, the average 
an needs more life insurance for purely 
rotective purposes between the ages of 

} and 45 than at any other time in his 
fe, because: 

1. He is establishing himself in busi- 

If he is successful (and his life 
insurance policy will help him to be suc- 
cessful), he will have a much better finan- 
cial standing at 45 than at 25. By that 


time he ought to have a fair bank ac- 
count, own his own home and be estab- 
lished in business with a much larger in- 
come than he had at age 20. Of course, 
those who do not save anything, through 
life insurance .or otherwise, will be little 


better off at 45 than at 20. A man can’t 
spend ail of his money and still keep some. 
2. The chances are he will get mar- 
ried between 20 and 30. If a young man 
secures his life insurance a few years be- 
fore getting married, at a time when he 
has only himself to support (unless, of 
course, he has a dependent mother or 
father), he not only gets a start, but it 
is easier for him to carry it while single. 
His premium is much lower in the young- 
er ages, which means a material saving, 
and this lower premium is reduced still 
further each year by annual dividends. 

4. Many young men have a dependent 
mother or father, or, if not necessarily 
dependent, they may look to them for 
some financial assistance. It is certainly 
a splendid thing for a young man to get 
lnis life insurance early and give his 
mother and father the benefit of the pro- 
tection until he gets married. By the 
ime he is 45, one or both may have pre- 
deceased him. : 

4. A young man often needs credit in 
business dealings. Having nothing back 
of him but his integrity, a life insurance 
policy supplies him with credit. A young 
man, 21 years of age, who took a policy 
with the Home Life two years ago, re- 
cently bought his own home. He bor- 
rowed several thousand dollars and gave 
personal notes. He wrote the company 
a letter stating that the only security he 
was asked to give was the assignment of 
his policies to the payee of the notes. 
Many young men work their way through 
college by borrowing money from some 
friend and then taking a policy, making 
that friend beneficiary, so that if anything 
happened to them the policy would pay 
the loan. 
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The simple diagram herewith may help 
to visualize the preceding ideas. 

In connection with this diagram a word 
may be said regarding the 20-Payment 
Life Policy with the Endowment Option. 
A young man of 25 taking a 20-Payment 
Life Policy for, say, $10,000, has the pro- 
tection at a very reasonable premium for 
20 years—during the time he will proba- 
bly need it the most. At 25 he, of course, 
has absolutely no idea of the circum- 
stances in which he will find himself at 
45, and the attendant responsibilities and 
needs; but at 45 he will know what these 
responsibilities and needs then are. 

The flexibility of the 20-Payment Policy 
with the Endowment Option is now ap- 
parent. If he still requires life insurance, 
either for the protection of his family or 
business, as is most likely, he has a policy 
of $10,000, all paid-up for life. If he 
wishes to cancel it and treat it as a sav- 
ings fund he can surrender it for the cash 
value and get back in cash about what he 
actually put on deposit during the past 
20 years. If, to go a step further, he de- 
sires to continue his life insurance for a 
few years longer and at the same time 
provide for his own old age, he can con- 
vert his 20-Payment Policy into an En- 
dowment, without a new medical exami- 
nation, by continuing the same premium 
12 years longer, and at age 57 draw $10,- 
000—considerably more than he deposited 
with the company. 

It is said that a pessimist is a man who 
wears a belt and suspenders at the same 
time, but if all young men would be pes- 
simistic just long enough to secure a life 
insurance policy, in addition to their other 
savings (if they have any), they would 
always have something to fall back upon 
if the others should be lost, and, unfor- 
tunately, the savings of a lifetime are 
often lost through some unwise invest- 
ment. But life insurance is hard to lose. 
It generally sticks, because the majority 
look upon it as something apart from 
their other accounts. Therefore it not 
only protects dependents against the un- 
timely death of the insured, but it pro- 
tects the insured against dependency in 
his old age. 

What a wonderful thing it would be for 
the social and economic condition of the 
country if all men carried a $10,000 policy. 
Every man would then have an estate. 
Every man would have to save money— 
and once the habit of saving is acquired, 
it is easy to extend it. The young men 
of today are carrying more and more life 
insurance. They believe in it because the 
successful business world believes in it, 
and because success depends upon doing 
the things successful men do. The late 
James J. Hill once gave advice to young 
men. He clothed it in the following 
words: 


“If you want to know whether you 
are destined to be a success or not, 
you can easily find out. The test ts 
simple and is infallible. Are you 
able to save money? If not, drop 
out You will lose. You may think 
not, but you will lose as sure as fate, 
for the seed of success is not in you,” 
If all the young men of this generation 

would carry a reasonable volume of life 
insurance, on the plan best fitted for their 
needs, the economic condition of the 
United States would be elevated to an im- 
measurably higher plane. Saving and 


protection is a gaod motto for both a 
nation and an individual. 


Any inquiries will be answered and ad- 
vice carefully given, Address replies to 
Insurance Editor. 





INSURANCE INQUIRIES 

What is the most practical policy for a 
young man twenty-seven, unmarried, but 
with a mother partially dependent upon 
him ?—G. A. 

Twenty Payment Life. This is a very 
flexible policy and especially attractive to 
young men by reason of its surrender op- 
tion at the end of twenty years. It will 
give your partially dependent mother a 
large volume of protection for the prem- 
ium. If she should predecease you during 
the 20 years, and you should still be un- 
married and have no need of life insur- 
ance at age 47 you could elect your sur- 
render option and cash in the policy for 
approximately what you had actually 
deposited—thereby treating it as a savings 
fund. On the other hand, you could elect 
to take the Paid-up Policy, which means 
that you would continue to be insured for 
life for the face of the policy without de- 
positing any more premiums. 

. * * 

What is the best policy 
thirty?—A. R. B. 

There is no “best” policy for a man 
thirty years, or any other age. The “best” 
policy depends upon the circumstances of 
each individual case. Some men thirty 
are married; others unmarried. Some are 
wealthy; others are not. The policy 
which might be most advisable for the one 
case might be the least practical for the 
other. A life insurance policy must al- 
ways be fitted to the circumstances; never 
the circumstances to the policy. 

*- * * 

I have a five year mortgage on my 
house for $5,000, and want to cover it 
with life insurance in event of my death 
within five years. What is the cheapest 
policy I can get for this purpose?—B. W. 

A Five Year Convertible Term. If at 
the end of the five years you should for 
any reason wish to continue the policy it 
can be converted into other plans without 
a new medical examination. 


for a man 


‘ 


TROJANS ARE AWAKE 

The following advertisement, appear- 
ing recently in a Troy, N. Y., newspaper 
shows that one city at any rate is awake 
to the importance of checkmating the 
fake stock promoter: 

“People of Troy. 

“Nota Bene! 

“Beware of Bogus Stock Schemes. 

“Securities of a questionable or at least 
a doubtful nature are being peddled about 
the country, and, naturally, are being 
offered to our people in Troy. Do not 
buy without the fullest investigation. 
Ask your banker! Probably he knows 
something about the nature of the se- 
curity being offered. Ask your banker 
how much money he would loan you on 
the stock offered for sale. Find out how 
much it is worth as collateral. There’s 
the test! In the interests of community 
protection—Troy Chamber of Com- 
merce.” 
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F eatures of 1919 Annual Reports 









Important Points in Regard to Earnings, Balance Sheets, Inventories and Depreciation— 


NNUAL reports of the big industrial 

corporations for 1919, as they are 

made public are watched with perhaps 
somewhat more than the usual interest. 
Observers hope to obtain some clues as to 
the prospects for business, or at least, to 
study the position of the various companies 
to determine their state of preparation to 
meet the shifts in industry that 1920 may 
bring. Although the belief generally pre- 
vails that the Spring season will be pro- 
ductive of good earnings generally, there 
is some disposition to be chary of mak- 
ing predictions to cover the last half of 
the year. 

Aside from the question of the volume 
of trade, there is also scrutiny of the an- 
nual statements in an endeavor to get a 
line on the trend of commodities prices, 
the most important factor to the country 
at large. While little that is definite 
along this line can be gleaned from the 
figures for operations of last year, inven- 
tory position is of great importance. In- 
vestors and traders will show a desire to 
keep away from those industrials, which 
in their opinions went into 1920 with 
“swollen” inventories. On the other hand 
inventories, not “inflated” indicate an 
ability to cope better with emergencies 
and to trim sails to meet the weather 
without serious difficulty. 

Among the leading industrials, which 
have published figures for 1919, are Beth- 
lehem Steel, Baldwin Locomotive, Cen- 
tral Leather, Corn Products Refining, 
American Locomotive, Republic Iron & 
Steel, American Can, and Goodrich. All 
of these concerns are fairly representative 
of their class, and some discussion of the 
facts brought out by their statements is 
pertinent, particularly in view of the be- 
lief that 1920 may bring some unusual 
shifts in trade. 

Bethlehem Steel 

Bethlehem Steel -Corporation earned 
practically the same for the common 
stock in 1919 as in 1918, notwithstanding 
that gross sales decreased from $448,- 
410,000 to $281,641,000 in the latter year. 
But in 1918 the amount charged up to 
depreciation, etc. was over $31,000,000, 
while in 1919 it was $12,566,000. The 
margin of profit as indicated by the per- 
centage of net profit to gross sales was 
about the same in both years. In his 
preliminary remarks, President Grace 
said the corporation had advanced prices 
about $4 a ton above the Industrial Board 
level, and this advance had about offset 
increases in costs since last March, 1919, 
and he added that costs might advance 
instead of decline. 

Bethlehem has been liberal in setting 
up the special funds, with the result that 
good will has been written to zero, and 
the expenditures for war plants similarly 
treated. 

In the four years ended December 31, 
1919, the company had charged off from 
current earnings as depreciation and de- 
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pletion the total of $76,338,945, which is 
equal to about $130 a share on the A and 
B classes of common stock. 

Bethlehem has not, at this writing, is- 
sued its balance sheet as of December 31, 
1919, but President Grace said the book 
value of common stock was approxi- 
mately $225 a share. 

It is likely the shipbuilding end of 
Bethlehem’s business in 1919 held up 
earnings, and at the end of 1919 the com- 
pany’s ship yards were fully employed, 
and contracts were in hand to insure ca- 
pacity operations for all of 1920. 

From what is available, it may be pre- 
dicted that Bethlehem will certainly be in 
a position to continue the present divi- 
dends on the common, although there is 
nothing at present to warrant the state- 
ment that an increase is likely. 


Baldwin Locomotive 

. Now consider the Baldwin Locomotive 
figures. Everyone knows this company 
had a highly prosperous career during 
the war period, and in 1919 showed about 
the same balance for common stock as 
in 1918. In many ways the exhibit is 
similar to that of Bethlehem. Baldwin 
in 1919 earned $21.76 a share on the com- 
mon stock from a gross business of 
$123,179,252, compared with $21.88 a 
share in 1918 from a gross business of 
$84,307,776. Here is a decrease of 31 
per cent in the volume of business done, 
and yet stockholders are confronted with 
just about the same share balances. The 
margin of profit as indicated in 1919 was 
about 10 per cent, compared with 14 per 
cent the year previous, which does not 
indicate anything in the way of lowered 
costs, or allow any assumption of declin- 
ing prices. In 1918 reserves, etc., took 
$15,000,000, and this same account in 1919 
consumed only $3,000,000, a difference 
equivalent to 60 per cent on the $20,000,- 
000 common stock, outstanding. 

There may be some significance in the 
inventory position of Baldwin. This ac- 
count exceeded $19,000,000 at the end of 
1918, whereas a year later it totaled 
$10,565,000, practically cut in half. This 
might indicate that the company would 
benefit should there be a downward ad- 
justment of prices of materials and labor. 
Working capital position was strong, and 
cash and equivalent resources showed an 
advance over 1918. These figures, while 
they illustrate the soundness of the cor- 
poration’s situation, do not furnish any 
particular clues to the expectation of 
lowering commodity prices, at least those 
commodities prices which the company 
must deal with in the prosecution of its 
business. 

In brief, Baldwin’s 1919 report revealed 
a smaller volume of business, due prin- 
cipally to a cessation of. war contracts, 
smaller reserves, which does not imply 
any criticism, and about the same margin 
for stock as in the previous year. There 
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is nothing except the smaller inventory 
to invite a clue to commodity prices, and 
this reduction was doubtless due to a 
smaller business carry-over at the end 
of the year, and the desire of the com- 
pany to strengthen cash position, and to 
keep inventories at conservative figures. 
American Can Co. 

Another industrial which has published 
its returns for 1919 is the American Can 
Co. In a large sense they were disap- 
pointing and, if anything, indicated that 
the company expected no immediate 
lowering of price levels. In his remarks 
to stockholders President F. S. Wheeler 
said: “There has been no decline in 
commodity prices affecting the company’s 
business, but rather the reverse, and it 
must be borne in mind that under these 
conditions working capital requirements 
are abnormally large.” 

Unfortunately the American Can Co. 
does not show the gross amount of busi- 
ness done, but according to a statement 
made in the report, gross in 1919 was 
slightly less than in 1918 due to absence 
of demand for containers, etc., for war 
purposes. If “slightly less” is taken lii- 
erally, the assumption may be made that 
expenses, overhead, etc., were consider- 
ably higher than in the previous year, 
because last year net operating income 
was only $11,728,758, as compared with 
$17,076,000 in 1918, a drop of 45 per cent, 
a most substantial change. As a result, 
earnings on the common stock were $5.50 
a share, or about $2 a share under the 
surplus of the year before. Another in- 
teresting incident was the fact that the 
reserve set aside for taxes was $3,000,000 
less than in 1918. Inventory account, 
which stood at aver $35,000,000 at the 
end of 1918, was $11,000,000 less a year 
later. 

There is no evidence of expectation of 
lowered production costs in the American 
Can figures. Tin plate, the basic mate- 
rial in the company’s business, is nt 
likely to come down in price, if indica- 
tions in the steel industry at the preserit 
time are any guide to conditions. Olp- 
servers saw considerable significance’ ijp 
the recent announcement by the Unite} 
States Steel Corporation of a wage in} 
crease of 10 per cent, and doubters hav 
expressed the opinion that the move 
meant a reduction in profits. The Stee 
Corporation still sticks to the price levels 
established in March, 1919, but it goes 
without saying that few of the steel mak- 
ers are in the strategical position of the 
Steel Corporation with regard to raw 
materials. This may seem somewhat like 
a diversion from the main points under 
discussion, but it has a primary bearing 
upon the production costs of corporations 
like Baldwin, American Can, and many 
others. 

What a Leather Company Showed 

Such companies as have been discussed 
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do not directly concern the living costs 
of the man in the street, or at least he 
does not take the trouble to see how they 
do, but a company like Central Leather 
does. Central Leather’s business means 
shoes, and the thought of shoes brings 
wrinkles to the family man. In 1919 that 
company showed net earnings to compare 
favorably with any of its previous years. 
Earnings per share on the common stock 
were just a trifle over $30. The year 
before was a mediocre one when meas- 
used by the returns of 1916 and 1917, 
When in 1919 Government restrictions 
were removed from leather prices, they 
took a sudden ascent, and held at high 
prices except for a short period in the 
fall, when there was something of a de- 
cline. In January this year they moved 
up again. Central Leather’s business has 
been called speculative, because of the 
sudden shifts and jumps in the prices of 
raw materials. At the end of 1919, Cen- 
tral Leather was carrying an inventory 
of over $75,000,000, compared with $63,- 
360,000 for the previous year, and quite 
the highest in the company’s history. 
This would seem to be evidence that the 
company is depending upon a continuance 
of high prices for a time at least, and the 
size of the inventory would indicate that 
unless prices do remain high, there will 
be a sudden drop in earnings. 


Goodrich 


Practically all of the companies asso- 
ciated with the automobile industry did 
a big business in 1919, and the Goodrich 
company was no exception. Gross busi- 
ness of over $141,000,000 was the largest 
in the history of the corporation, but the 
indicated margin of profit was 14 per cent 
compared with 17 per cent in 1918. La- 
bor, naturally is high, but crude rubber 
has been relatively cheap. The third im- 
portant component in the manufacture of 
rubber goods, cotton fabric, has held at 
high prices, and contributed materially to 
the cost of production. 

At the end of 1919 inventories of the 
Goodrich Company were above $54,- 
000,000, an increase of about $19,000,000 
over the inventory at the end of 1918. While 
working capital at the end of last year was 
about $50,000,000 against $43,000,000 for 
the previous year, the increase was due 
largely to the higher inventories. Also 
the liabilities showed bills payable of 
$24,000,000, whereas at the end of 1918 
this item was really represented by $15,- 
000,000 serial notes, which were retired. 
But the report for 1919 would indicate 
that the company’s business grew so fast, 
and reached such proportions that re- 
newed capital expansion was necessary. 
In any event Goodrich is issuing $30,- 
000,000 7 per cent five year convertible 
notes. 

In short, Goodrich is apparently count- 
ing confidently upon a continuance of a 
big volume of business, but should a 
slump ensue the company’s common 
stock would perhaps be more vitally af- 
fected than the shares of others of the 
industrials. 

Another indication of confidence was 
the recent increase in dividends on the 
common stock from $4 to $6, which was 
justified on the basis of 1919 earnings. 
There is still another development af- 
fecting Goodrich, and this is the increase 
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in automobile tire prices by the leading 
manufacturers of the country, which has 
just been announced and which will add 
from 10 to 20 per cent to present prices. 


American Locomotive 


In general the report of the American 
Locomotive Co. showed about the same 
tendencies as that of Baldwin. The first 
half of the year was good, and the com- 
pany earned then $24 a share on the com- 
mon stock, but in the second half only 
$6.80 was returned, making $30.80 for the 
whole year. This is satisfactory enough 
taken as a whole, but the trend of busi- 
ness in the second six months is of 
greater significance and importance. At 
the end of June unfilled orders were $16,- 
000,000 of which 50 per cent was do- 
mestic and 50 per cent foreign. At the 
end of December unfilled orders were $7,- 
862,000, of which 27 per cent was domes- 
tic, and 73 per cent foreign. This is not 
very encouraging, but note the following. 
Since December 31, 1919, about $13,- 
000,000 new business has been obtained, 
of which 84 per cent is for domestic 
roads, and 16 per cent is for foreign 
trade. This puts quite a different pic- 
ture on prospects, and indicates good 
earnings. There is also the prospect of 
a substantial further gain in domestic 
business. It is interesting to note that 
the company turned down in 1919 foreign 
orders on a deferred credit basis because 
the securities offered respresented un- 
usual commercial risks in the opinion of 
the management. 

It is American Locomotive’s balance 
sheet that makes the fine showing. Cur- 
rent assets were $49,686,000 at the end of 
1919, of which over $31,000,000 was rep- 
resented by Liberty Bonds, U. S. Certifi- 
cates of Indebtedness, Canadian and Brit- 
ish Government bonds. Current liabilities 
were only $14,000,000 including $5,600,000 
for income and war taxes. 

The company at the end of 1919 was in 
a most liquid position, and the income 
on its investments may roughly be esti- 
mated as sufficient to cover the dividends 
on the preferred stock. This large 
amount of liquid assets also puts the com- 
pany in an excellent position to convert 
these securities into cash when business 
develops to a point where credit expan- 
sion is required. In brief the company 

has no considerable amount of funds or 
resources tied up in unproductive mate- 
rials, and has no great reason to fear a 
slump in commodities prices. 


Corn Products 


In 1919 Corn Products showed earnings 
of $23.36 a share on the common stock 
compared with $13.18 in 1918, and the 
largest on record to date. An examina- 
tion of the income account shows a de- 
crease of $2,000,000 in operating profits 
and not a substantial change in deduc- 
tions such as bond interest, depreciation, 
insurance, etc. But there was a big 
change in the amount deducted from in- 
come for income and excess profits taxes, 
This was $13,000,000 in the 1918 state- 
ment, and only $6,500,000 in the 1919 ac- 
count, the difference being equal to 13 
per cent on the $49,784,000 common stock. 
Perhaps the amount set aside in 1918 was 
larger than was eventually required. In 





any event the shifting of the tax dedue- 
tions was ‘apparently the biggest factor im 
the difference between the 1919 and the 
1918 returns on the common stock. 

Inventories at the end of 1919 were 
about 11 per cent less than at the end 
of the previous year, while working capi- 
tal stood at $30,000,000 compared with 
$17,590,000 at the close of 1918 Corn 
Products makes little or no explanation 
of its annual figures. It is to be noted 
that advances due from affiliated compa- 
nies of over $19,000,000 were included 
among current assets as against $3,871,000 
at the end of 1918. 


Republic Steel 


When the annual statement of the Re- 
public Iron & Steel Company made its ap- 
pearance the disappointment over the 
showing made was reflected in the severe 
break in the market price of the common 
stock, but the figures were made public 
when the market was suffering from 
acute pessimism, and there is some rea- 
son to believe that the “disappointment” 
was exaggerated. The company earned 
only $1.43 on the common in 1919, com- 
pared with over $22 in 1918 The 
Youngstown, Ohio, district, where the 
main plants of the company are located, 
was completely tied up during the steel 
strike, and Republic suffered much more 
than either U. S. Steel or Bethlehem. 

Gross business of the company in 1919 
fell from $75,000,000 to $45,872,000, and 
after the dividend payments there was a 
deficit for the year of $1,241,000 against 
a surplus of $4,410,000 in 1918. 

There is little need for close analysis 
of these figures, and the company probably 
did as well as could be expected under the 
circumstances. 

At the end of 1919 unfilled orders on 
the books totaled 389,500 tons, against 
143,383 at the end of 1918; and unfilled 
pig iron orders at the end of 1919 were 
96,855 tons, against 63,132 tons for the 
year previous. The earnings record of 
1919 is history, and it is quite safe to say 
that the outlook now is much better than 
it was this time a year ago, and it would 
hardly be fair to regard the 1919 record 
as a true test of the company’s peace-time 
earning ability. 

Working capital at the end of 1919 was 
$23,610,000 compared with $28,729,000 at 
the close of 1918 Inventory account 
showed a small increase, and it is to be 
noted that whereas in 1918 the company 

had over $14,000,000 U. S. War Securi- 
ties, at the end of 1919 the amount was 
about $8,000,000. 


Conclusions 


There is little value in endeavoring to 
draw any broad general conclusions from 
these annual statements. Last year was 
uneven. The country’s industry followed 
no smooth common path, and many of 
the elements of business readjustment 
were present to cause the several dif- 
ferent lines of trade to present individual 
pictures of conditions. 

The reports do indicate that this is no 
time to choose an industrial stock just 
because it happens to be an industrial, but 
every potential purchaser must exercise 
the best possible discrimination in select- 
ing stocks whether he buys from the in- 
vestment or speculative standpoint. 
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Detroit United Ry. vs. Municipal Ownership 


Traction Company Does Not 






NY consideration or analysis of De- 
troit United Railway would be in- 
complete that did not embrace the 

essential details of the pending municipal 

ownership program of the city of Detroit. 

First let us set down some of the most 
important and significant figures in the 
company’s recent annual statement. 

In the year ended December 31, total 
gross earnings from operation were $24,- 
683,037. This compared with $19,014,018 
in 1918. Operating expenses were, of 
course, much higher; so we find these 
figures as of 1919, $19,792,528, comparing 
with $14,758,339. Adding “other income,” 
$546,406, we find the gross income, less 
operating expenses, $5,436,915, as against 
$4,705,415 in 1918. With ample charges 
for depreciation, contingent liability and 
federal taxes, and providing also 8 per 
cent for dividends, there is transferred to 
the surplus account $418,665, as against 
$144,584 in the year previous. Inasmuch 
as the surplus account on January 1, 1919, 
was $7,807,827, this item now stands at 
$8,226,492. 


Now then, what does the proposed mu- 
nicipal ownership plan of the city of De- 
troit propose to do to the Detroit United 
Railway? The first impression naturally 
would be that, if the plan carries, D. U. 
R. earnings must suffer a substantial cut 
in the immediate future. But consider 
these facts: 

The proposed plan contemplates a mu- 
nicipal street railway system of 218.25 
miles. The plan, as presented to the 
voters by the mayor, Mr. Couzens, does 
not embrace the construction of this mile- 
age, but proposes to take from the pres- 
ent Detroit United system 34.25 miles of 
track built by the D. U. R. under a day- 
to-day agreement with the municipality, 
and 21.25 miles of track, also, now being 
operated by the traction company, but 
upon which the mayor contends franchise 
rights have expired. 

The Detroit United Railway operates 
299.75 miles of track in the city, or one- 
fare zone. Taking away from it the 34.25 
and 21.25 miles of trackage, it is contend- 
ed, the municipal system will embrace 
218.25 miles, as against the private cor- 
poration’s 244.75 miles. 

When we come to consider the mu- 
nicipality’s chances of thus reducing the 
D. U. R.’s city mileage, however, we find 
that the stockholders of the traction com- 
pany have little to fear in the way of 
immediate results. 

As to the city’s proposal to take over 
the 34.25 miles of day-to-day agreement 
tracks, the municipality has agreed to pay 
therefor a sum of money equal to the cost 
thereof, less depreciation, to be ascer- 
tained at the time of the purchase thereof 
by the city. And the agreement also pro- 


728 








Impracticable 
By JACOB NATHAN 


Secretary, the Detroit Stock Exchange 


vides that the city shall purchase not only 
the tracks, but also the equipment con- 
structed under this consent, together with 
the equipment necessarily furnished and 
acquired by said company for the opera- 
tion of cars over said additional tracks. 


Points the Mayor Overlooked 

In the first place, the mayor proposes 
to take this mileage from the D. U. R. 
at $40,000 per mile. That is all he al- 
lowed for it in his proposed $15,000,000 
bond issue. But the mayor cannot obtain 
this mileage at any such price, because 
it will average considerably more than 
$40,000 per mile. As a matter of fact, 
some of that trackage is today under 
construction at approximately $75,000 per 
mile, and there will be no depreciation 
to figure from that cost because the tracks 
are not yet in use. 

In the second place, the mayor appar- 
ently overlooked entirely the fact that the 
agreement already entered into with the 
D. U. R. requires the city to purchase the 
equipment that goes with the operation 
of this mileage, and for this equipment 
he has not provided a dollar in his item- 
ized municipal ownership budget. 

As to the 21.25 miles which it is pro- 
posed to take away from the D. U. R,, 
also at $40,000 per mile, upon which mile- 
age it is claimed franchise rights have 
expired, it is true that the Supreme Court 
did affirm the city’s right to oust the com- 
pany from one of the routes—the Fort 
Street Line—but the question has since 
arisen as to whether new obligations have 
not been imposed upon the city in respect 
to this route by reason of its permission 
to the D. U. R. to continue operation; 
and upon that part of the Woodward Ave- 
nue Line, the main line of the city, upon 
which the city insists franchise rights have 
expired, the municipality is today entirely 
without legal standing. The Woodward 
Avenue question has never been submitted 
to a court. Questions entirely at vari- 
ance with those raised in the Fort Street 
case are at issue. So that at best, there 
are enough legal obstacles in sight in re- 
spect to these two routes to tie this mile- 
age up in the courts for a number of 
years. In the meanwhile, the municipal 
system will have to worry along without 
them, notwithstanding that they were to 
be the two main arteries in the municipal 
system. 

The mayor -has also made the argument 
that he holds a club over the D. U. R. to 
force it to accede to his demands, that 
club being the operating rights within the 
city of the company’s tremendously valu- 
able interurban system. This, however, 
does not perturb the D. U. R. in the least, 
for two reasons; first, the company has 
entrance into the heart of the city over 
east side and west side routes that do not 
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come into controversy for many years to 
come; and, second, the state railway com- 
mission very likely will not permit inter- 
urban traffic to be thus blocked or ham- 
pered. 

Again, the mayor contends that he can 
operate the municipally-owned system as 


outlined, at a five-cent fare, and retire 
$500,000 of bonds each year; but if the 
five-cent fare is not sufficient, he argues 
that the fare will be raised to the point 
where the bonds may thus be retired. 
While in railway circles it is generally 


conceded that this is a bit of nonsense, 
there remains this thought: If the muni- 
cipal lines raise their fares above five 
cents, will not a great volume of the com- 
petitive traffic go to the D. U. R. lines, 
with the latter charging a lower rate of 
fare? Or will the mayor force the D. U. R. 
to raise its rates, also? 

There are various other arguments that 
point to the futility of the mayor’s pro- 
posal, such as the generally accepted im- 
possibility of the city being able to pro- 
cure the necessary material and equipment 
for such a system inside of a number of 
years; the impossibility of having 400 mo- 
tor cars and 150 trailers constructed on 
short notice, and other obstacles that loom 
—_ on the horizon of municipal owner- 
ship 


Detroit United Not Confined to City 
Business 

But even under the most adverse cir- 
cumstances—I say “adverse,” meaning a 
large measure of potential success for, 
the municipal ownership plan—we must 
not lose sight of this fact: The Detroit 
United’s 299.75 miles in the city of De- 
troit is only a small unit in a general 
urban and interurban system of 928.38 
miles, 

The fact that the Detroit United sys- 
tem paid a dividend of 8 per cent in 1919 
and in 1918, is made much of by the pro- 
ponents of the municipal ownership plan. 
They cite the 8 per cent. dividend as one 
of the indications of assured success of 
the five-cent fare on the municipal system. 
They are careful, however, not to explain 
that this dividend was paid not on opera- 
tions in Detroit, but upon operations of 2 
complete system of approximately 929 
miles. 

While the statistics of the D. U. R. do 
not separate the city earnings from the 
general earnings, it should not be over- 
looked that when only a few months ago 
the War Labor Board sat in the con- 
troversy between the D. U. R. and its 
carmen, Chairman Taft and his fellow 
members held that while the men were 
entitled to an increase in wages, the D. 
U. R. should be permitted to charge 2 
higher rate of fare, inasmuch as it would 





sustain a substantial loss if forced to 
operate at the five-cent fare. 

But when the attempt was made to raise 
the fare to six cents the municipal owner- 
ship cohorts provoked the citizens to riots, 
destruction of property, etc., and the six- 
cent fare never was collected. 

So it is very apparent that the D. U. 
R.’s general mileage and its balance sheet 
as of the entire system, warrants the as- 
sumption that earnings will continue at 
such a rate as to maintain a fair dividend 
distribution. The company’s assets show 


the magnificent total of $63,828,309, con- 
servatively appraised. The bonded and 
debenture debt of December 31, 1919, was 
$35,757,500, and there is outstanding com- 
mon stock of $15,000,000. 

Thus the company’s net income for the 
year, $2,568,665.43, was on the basis of 
$17.12 per share, and the $8 dividend was 
possible even after setting aside substan- 
tial reserves. The earnings would not 
suffer appreciably by reason of municipal 
competition for a number of years at 
least; and if that time does come, the 





natural and inevitable increase in the 
company’s remaining urban and interurban 
business will more than offset it. 

The present price of about 104 for De- 
troit United Railway common stock seems 
entirely warranted. Recognizing the pos- 
sibility that the municipal ownership plan 
may be adopted at the election on April 
5, the conclusion that this stock is an 
attractive investment need not be altered. 
If the municipal plan should be voted 
down, moreover, an advance in this stock 
seems more than likely. Vol. 25, P. 677. 


What Ails Interborough Rapid Transit? 


Overcapitalization and Poor Management Responsible for Financial Embarrassment — Rapid 
Increase in Revenue Passengers and Growth of New York City 


i HE recent hearings before the Public 
Service Commission of the First Dis- 
trict in regard to the application of the 
I. R. T. to have the rate of fares in- 
creased revealed some interesting facts. 
The pronounced increase in revenue 
passengers yielded substantial profits from 
the operation of the subway lines, greatly 
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attached to the Corporation Counsel’s 
office, $50,000,000 should be written off the 
company’s claimed investment in the sub- 
ways, since this figure represents capi- 
talization now resting on the lines, which 
should not have been issued at all or 
which has not been maintained out of 
earnings. If this “burden” were removed, 
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exceeding the average income of previous 
record years. The company, however, did 
not use these profits to build up a strong 
reserve fund, but instead continued de- 
claring increased dividends. From 1912 
to 1915 the rate was increased to 16 per 
cent. per annum, and during the period 
1915-17 to 20 per cent. In the following 
year 17% per cent. was paid, or $1,500,000 
more than was earned. Although this was 
severely criticized by the Public Service 
Commission, the payment of a 10 per 
cent. dividend was maintained during 
1919 in spite of a deficit of about $400,000 
a month before such payment. Thus, ex- 
cessive returns made in the past despite 
increased cost in operation were by no 
means in accordance with actual invest- 
ment or reasonable value of the com- 
pany’s property. 
I. R. T. Overcapitalized 
According to John H. Bauer, statistician 
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there would have been a net income of 
$2,792,371 for the year ended June 30, 
1919, above all operating expenses, taxes, 
interest and other fixed charges, instead 
of $292,371 as reported by the company. 
For the six months ended December 31, 
1919, the actual net income would have 
been $1,914,123 instead of $664,123. For 
the current year subway earnings are esti- 
mated at approximately $6,000,000 after 
interest and other fixed charges. 

In similar manner an amount of $52,- 
594,106 ought to be written off the com- 
pany’s claimed total investment in the 
Manhattan Railway Company. Allowing 
for interest on this amount, the reported 
deficit of $4,102,711 from operations of 
the elevated lines for the six months 
ended December 31, 1919, would have 
been reduced to $1,207,711. Based on 
actual investment, the lines are earning 
interest, if not substantial dividends, and 


may before long become self-supporting 
even at a 5-cent fare, if operating ex- 
penses do not continue to rise out of 
proportion. The deficit which the com- 
pany reported is therefore due solely to 
“the excessive capitalization and unrea- 
sonable fixed charges resting upon the 
property, compared with the fair value of 
the property used in service.” 

The heavy increase in traffic during the 
past year caused mainly by addition of 
new lines and the rapid growth of the 
city, bids fair to continue for years to 
come. Thus, if proper adjustments are 
made, it will not be very difficult to “meet 
the existing emergency, preserve the most 
efficient service, provide for its growth, 
and deal justly with investors who have 
furnished the means to make these transit 
facilities possible.” Vol. 25, P. 678, 


LOOK FURTHER THAN YOU CAN 
SEE 


fallacy to think we 


It is a common 
know all about a local enterprise. We 
buy stock in a shoe factory in our home 
town, although the population of the town 
has not increased for ten years and the 
tendency of the shoe business is all in 
favor of the big, centrally located factory. 
But we are afraid to buy stock in a bank 
in Seattle or Los Angeles, where the 
population is increasing rapidly, even 
though the soundness of the bank is 
vouched for by the strongest investment 
houses and the most conservative bond 
dealers. 





SAVINGS BANKS HAVE LIMITS 


If you are a small investor and of a 
cautious temperament you may prefer to 
keep part of your money in a savings 
bank. In nearly every case, however. 
even the small investor can find a more 
profitable way to place his reserve fund 
than in a savings bank. He can, as a rule, 
buy what the savings bank buys, thus get- 
ting the return on his money that the 
savings bank would get, and saving that 
part of the running expenses of the bank 
which would be charged to him if he de- 
posited his money with it. 
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Securities Not Recommended 


and Why 


Suggestions from Members of Our Staff Upon Issues They 
Would Prefer to Avoid Under Present Conditions 


S. HIGH SPEED STEEL AND 

TOOL CORPORATION—My 

* reasons for leaving this stock alone 

and for advising others to do so are based 

upon the lack of sufficient information ob- 

tainable concerning the company’s earn- 

ings and general financial position at 
present. 

The company was incorporated last 
October under the laws of the State of 
New York, with a capital amounting 
to 150,000 shares authorized and out- 
standing, of no par value. It undertakes 
to manufacture high speed tools by a 
process of casting instead of the old 
forging method. Its four-story plant 280 
by 100 ft., is located near Albany and is 
said to be equipped with modern ma- 
chinery, including electric furnaces. 

As matters stand now, the company is 
a mere prospect, and I should be in- 
clined to base my investments upon a 
more solid ground. 

The statement made by Mr. Friedman, 
the company’s president, to the effect 
that the capacity of the plant will be 
over $5,000,000 worth of the best grade 
high speed tools annually with net profit 
of about $3,000,000 (or $20 a share) 
sounds all right, but would it not be 
wiser to wait for the publication of finan- 
cial statements, and more detailed proof 
of the company’s earning powers? We 
are still to be convinced as to whether 
the company “will be able to manufacture 
high speed steel tools successfully and 
accomplish a thing which was generally 
considered technically impossible in the 
steel industry.” Also, whether the cor- 
poration’s cost of manufacture will be 
approximately seventy per cent. (70%) 
cheaper than that of its competitors.” 

With the outlook for the future un- 
certain and with no record of previous 
performances to go by, the price of some 
thirty odd dollars at which the stock is 
eelling on the New York Curb at pres- 
ent, ought, I think, to find more secure 
channels, despite the enticing statement 
that the demand for the company’s 
product “is tremendous and the markets 
both here and abroad almost unlimited” 
aie. 





National Tin—The great question 
with National Tin’s properties is, “Is 
there tin there or isn’t there?” National 
Tin Corporation was formed last sum- 
mer to take over the properties of the 
American Tin & Tungsten Co., at Hill 
City, South Dakota. The older corpora- 
tion had been working the mines for a 
few years, and finally went into bank- 
ruptcy in 1915, and the new company 
has not been working any new properties. 

In the circular advertising the stock, 
the statement is made that “These mines 
are the only ones which are capable of 
producing tin commercially in this coun- 
try.” If so, they have not come within 
the range of the United States Geologi- 
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cal Survey, which has stated repeatedly 
that there are no mines capable of pro- 
ducing tin upon a commercial basis in 
this country. Tin experts who have been 
consulted on this matter, one of whom 
has been over the very ground in ques- 
tion, assert that the Geological Survey is 
right, and that tin is not present in pay- 
ing amounts in this district in South 
Dakota. 

The circular referred to above makes 
no mention of any senior issues, either 
preferred stock or bonds; gives no state- 
ment of income account or balance-sheet, 
and does not even mention who the trans- 
fer agents or registrars for the stock are. 
The increase in the price of tin appears 
to have been the great talking-point for 
the stock selling campaign which sent 
this stock up to $13 a share. For a spec- 
ulative purchase in the mining field we 
should feel more favorably inclined to the 
coppers, particularly such good properties 
as Utah or Anaconda.—G. 





Intercontinental Rubber.—This curb 
stock, which had been comparatively in- 
active for some time, was made the ob- 
ject of pool operations during the period 
of speculative enthusiasm last summer, 
and the price was rapidly advanced from 
10 to 35—the last seven points’ rise com- 
ing almost at the close of a Saturday 
market. Although rumors were afloat 
that the stock had only begun its sensa- 
tional climb, the pool evidently decided 
to unload at this point an the stock fell 
to 20 within a few weeks. Sales became 
less and less frequent, and toward the 
close of 1919 Intercontinental settled 
down near its original level, about 12. 

This stock is but one of a large group 
of curb issues which enjoyed meteoric 
careers last year, but it affords a good 
example of the principle that no stock 
can consistently maintain a sensational 
advance without ample justification in 
earning power. Of course, there are ex- 
ceptions, but it is much safer to trust the 
percentages of past performance than the 
mysterious gossip of mergers, melons 
and manipulation. An edible bird in the 
hand is worth a whole flock flying in the 
heavens. 

Intercontinental earned only 85c a share 
for 5 months of 1918, and about two-thirds 
of this was derived from sale of prop- 
erty. Earnings have been very irregular 
in past years and the only dividends were 
paid in 1911. It has millions of acres of 
land in Mexico, where it produces low- 
grade rubber from the guayale shrub, 
which grows wild. Eut conditions in 
Mexico are so unsettled that the com- 
pany has never gained a firm foothold 
there. Moreover, there seems to be no 
great demand for its grade of rubber, its 
factory having been closed for some time 
last fall ostensibly because of “over-pro- 
duction.” 


Intercontinental’s potentialities _lie 
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wide-spread properties, 


largely in _ its 
which include large tracts in Sumatra 


and the Belgian Congo. Almost any- 
thing might happen in one of these trop- 
ical realms—but apparently nothing 
startling has yet developed to justify the 
crop of rumors which fed last summer’s 
market. 

Of course, Intercontinental is not a fake 
stock in any sense of the word. It has 
had a respectable past and may have a 
promising future. It is perhaps a good 
stock to hold for “a very long pull,” if 
bought at present prices. If Mexico be- 
comes a land of prosperity, and if the 
world’s rubber industry does not continue 
the great over-production which would 
have threatened it but for war-time de- 
mand, the company has a bright future. 
But last summer’s advance of 250 per 
cent. was certainly not justified by known 
results, and investors should learn the 
necessity of discounting by 99 per cent. 
the rumors upon which such advances 
are sustained.—E. 





General Oil Company of Houston.— 
The balance sheet of this company places 
a valuation of $16,126,925.04 on undevel- 
oped leases and land in fee, and its pains- 
taking appraiser is to be complimented 
upon his achievement in working out oil 
values thousands of feet below the sur- 
face, and measuring gushers still to be 
found, within four cents of probability. 
We hope this valuation proves to be right, 
because within it is contained the entire 
surplus of $15,969,471.22 of the company. 
If he is wrong, more than that last 22 
cents will disappear. 

Among current assets will be found 
“printing and stationery $87,170.94” which 
may be right as paper is certainly high 
these days. Goodwill is fixed at $490,- 
786.03, which includes organization 
$227,576.37, administration and general 
office $132,479.23, and office expenses 
$130,730.43. The General Oil accountant 
doubtless believes in taking care of the 
odd cents. -Good-will, by the way, is 
nearly equal to one-half the authorized 
capital stock of $1,000,000. The liabilities 
are a trifle over $424,000. 

An admirer tells his fellow-stockhold- 
ers: “I interviewed a number of stock- 
brokers whom our company has never 
patronized or favored in the least, and 
without exception they told me that the 
shares of the General Oil Company was 
the best of stock to keep and they could 
not get the stock to fill their orders. It 
was quoted to me first as a prospective 
buyer and was priced all the way up to 
$100 per share, by these brokers, who al- 
ways claim to sell stock under its real 
intrinsic value, but not one of these men 
would promise to get me a single share 
at any price.” This admirer must travel 
in the backwoods. The stock is $27 bid, 
$30 asked in New York.—D. 





Goldfield Issues—Some people buy 
stocks for their values, others for their 
fluctuations, and some make their pur- 
chases because somebody else thinks they 
are going up. The Goldfield issues like 
Atlanta, Kewanas, Silver Pick, Merger 
and Goldfield Consolidated seem to have 
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a fascination for a number of small spec- 
ulators because they sell in the cents-per- 
share division, and the more observant 
have noticed that they have a kind of 
seasonal ting as price. It has seemed 
to be a good gamble to buy the cheap 
Goldfields like Kewanas, Atlanta or Mer- 
ger at a “ew pennies a share and to wait 
for the “spring rise” to sell. Sometimes 
the procedure has worked out well. 

For example Atlanta sold from 3 cents 
to 13 cents in 1918, Goldfield Consolidated 
from 17 cents to 44 cents, Kewanas from 
1% cents to 10% cents, Atlanta from 3 
cents to 13 cents, so there is plenty of 
scope and action for the small capitalist: 
ani it is not impossib! that such mira- 
cles will be repeated. 


Atlanta now sells around 2 cents, Mer- 
ger around 3 cents, Goldfield Consoli- 
dated 12 cents, Silver Pick at 20, so it is 
quite possible to buy a substantial block 
of stock for very little money. 


But before rushing in to pick up bar- 
gains in defunct has-beens in the old- 
line Goldfields issues, those who care 
for this form of amusement should real- 
ize that they are gambling rather than 
investing, and one glance at the pros- 
pects of the companies concerned com- 
pared with their holdings should con- 
vince the layman of his relative chances 
of winning out. 


Goldfield Consolidated has a capitaliza- 
tion of over $35,000,000, and if this erst- 
while bonanza should ever come back, it 
would have to make some find to justify 
its capitalization. Atlanta is modestly 
capitalized for $3,300,000 in $1 shares, 
which isn’t quite so bad, but if important 
developments should occur (the pros- 
pects are extremely hazy just now) there 
would be quite a little competition among 
the holders of its 3,300,000 shares to get 
out first on the good news. Goldfield 
Merger with $5,750,000 in $1 shares has 
a very thin background of gold prospects, 
and if one could, by any known metal- 
lurgical process, extract all the gold now 
in the ground of this company, I doubt 
if the distribution would equal the selling 
price of the stock. Silver Pick at $1,- 
500,000 looks expensive to us; more- 
over, the stock is assessable, and holders 
might be facing an Irish dividend (an 
assessment) in lieu of better prices. 


This is not intended to condemn all 
penny stocks and others in the prospect 
class like the above, but to warn those 
who merely look at low prices and tem- 
porary fluctuations that it is always well 
to check up the statistical position and 
known facts—and then balance the price 
against reasonable probabilities. The 
Goldfields stocks may have another 
“Spring Rise.” But I would rather pin 
my faith to securities that have a better 
Start in the way of present values, rather 
than mere seasonal action.—D. 


United Profit Sharing.—This is one 


of those securities that a number of 
small speculators bought into last fall 
and since then, because on several oc- 
casions it threatened to do something 
Sensational in the market. These people 
cheerfully paid $3 and more although the 
par value is only 25 cents. Of course, par 
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values do not mean so much, but when 
the recent annual report shows earnings 
of about 100 per cent., it means 100 per 
cent. on par, or 25 cents a share. On 
its present earning power, has the com- 
pany the promise that market quotations 
between $2 and $3 give it? It is certain 
that the quotations are not based on 
intrinsic values, and a certain speculative 
value must be present. 

Now earning around $400,000 annually 
on a Capitalization of $409,537, the three- 
year previous average of earnings has 
been roughly $230,000. In approximate 
round figures this means that a jump 
from over 50 per cent. to about 100 per 
cent. has been accomplished. But the 
price of the stock is about 10 times par, 
and the present high earnings are the 
equivalent of about 10 per cent. on the 
selling price—which is certainly nothing 
to get enthusiastic about for a business 
of this character. 

If I knew definitely that there was 
inside buying, I would conclude that the 
company has materialized plans not dis- 
closed, nor evident from the papers in 
our files. Its apparent best asset is its 
excellent sponsorship, its United Cigar 
Store rich relatives, and the chance that 
the “Duke-Whelans” wil] become serious- 
ly interested, for their wand has a Midas 
touch, and turns other things besides to- 
bacco to gold. Meanwhile, I'd prefer 
to see the fun in the stock from a re- 
spectful distance.—D. 


Chicago & Eastern Illinois Railroad. 
—Although the stocks of this company 
are selling very low, I would not buy 
them, because under the pending reor- 
ganization plan they will cost the holders 
more than they are worth or be wiped 
out altogether. A plan had been formu- 
lated and was ready for announcement at 
the time the roads were taken over by 
the Government, but was held up when 
the property passed to Federal control. 
Meantime, the situation has not improved 
in the last two years. Compensation of- 
fered by the Director General was inade- 
quate and authority has been obtained 
from the Court by the receiver to appeal 
the case to the Board of Referees. Oper- 
ating results have tended steadily down- 
ward, and the $1,500,000 net railway in- 
come for 1918 was converted into an 
operating deficit of nearly $500,000 for 
1919. The old plan, which may be 
amended, provided that on payment of $30 
a share in cash, holders of preferred or 
common stocks should receive five per 
cent. income bonds to the extent of 65 
per cent. of their payments. In other 
words, the holder of 100 shares, in order 
to participate in the plan, would be re- 
quired to pay $3,000 in cash, for which 
he would receive $1,950 par value five per 
cent. income bonds, worth in this mar- 
ket not to exceed $1,000. Such a plan 
renders the stock a liability, which could 
be turned to an asset only by several 
years of successful operation.—R. 
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The above graph exhibits clearly the 
development of the automobile industry 
in the United States from 1911 to 1919. 
A little over 6,500,000 cars were regis- 
tered last year, an increase of about 25% 
over the preceding year, during which 
more than 100,000 automobiles and motor 
trucks were manufactured for the Fed- 
eral Government, which are not shown in 
the above graph. The computed number 
of cars registered at the end of 1920 is 
8,000,000, which means about 13 people, or 


about 3 average families, to one car. (A 
large automobile concern has estimated 
the number of cars for 1920 at 10,000,000). 

According to latest figures compiled by 
the Automobile Chamber of Commerce, 
the automobile industry is capitalized at 
$1,250,000,000, which exceeds by $250,000,- 
000 the capitalization of all the national 
banks, and is more than twice the com- 
bined outstanding capital of the Standard 
Oil group of 35 companies. 
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Which Is the Best Porphyry Copper? 









Ray, Chino, Utah & Nevada Companies Compared—Background of the Recent Dividend 
Cuts—Outlook for Copper and the Copper Stocks—Possibilities of Canada Copper 


HE porphyry coppers as a class are 

selling at the present time at about 

their lowest leveis in four years. The 
depression which has surrounded the 
industry showed its effect on the porphy- 
ries some weeks ago when three of them, 
Nevada, Ray and Chino, announced divi- 
dend reductions of 50 per cent. In the 
belief that the sluggish condition of the 
industry early in 1919 would prove to be 
only temporary, most of the copper com- 
panies had gone on paying dividends in 
excess of current earnings, but the con- 
tinuing lack of animation in the copper 
market has compelled them to conserve 
working capital. 

The porphyry coppers are those which 
use the low-grade ore, running usually at 
2 per cent of copper or less, which cannot 
be profitably treated by ordinary methods. 
The process for extracting copper from 
these ores was invented by D. C. Jack- 
ling, and four of the larger porphyries are 
controlled by the Jackling-McNeil-Hay- 
den interests. They are Utah, Ray, Ne- 
vadaand Chino. In addition there are two 
smaller companies, which have not reached 
the point of settled production. These 
are Canada Copper and Consolidated 
Coppermines. All these companies mine 
the porphyritic low-grade ore, which oc- 
curs in large masses rather than scattered 
ore-bodies, and hence once the right prop- 
erty is picked, there is less uncertainty 
attending their operation than in the case 
of the mines using direct-smelting ore, 
who mine by shafts and cross-cuts and 
are more or less dependent on chance for 
the discovery of profitable ore-bodies even 
on proven territory. 

The porphyry companies, like the other 
coppers, were badly hit by the unfavorable 
trade conditions of 1919, and the results 
were shown in a reduction of output to 
about 50 per cent of capacity, which is 
about the current rate of operations. In 
figuring the capacity, it is fairly safe to 
take the 1918 production figures, for mines 
past the development stage, as production 
was kept running as high as possible 
during the entire year. In the case of the 
junior coppers one has to depend more or 
less on official estimates. Production 
costs, which have been showing an in- 
creasing tendency for most companies, 
are given here after deductions for gold 
and silver values extracted with the 
copper. 

Utah’s Strength 


The largest of the porphyries is Utah 
Copper, and it is the leader in ore re- 
serves, actual production, earnings, and 
market price. All things considered, it is 
considerably undercapitalized as com- 
pared with other companies in its field, 
vhich explains its great strength. 

With its capitalization of $16,244,900, 
in shares of $10 par value, Utah owns ore 
reserves estimated at a minimum of 374,- 
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and Consolidated Coppermines 
By MAX GOLDSTEIN 


040,000 tons. This ore is of lower grade 
than that of many other porphyries, run- 
ning about 1.3 per cent, but Utah is able 
to produce its copper at the low cost of 
12 to 14% cents a pound, outside of 
about 2 cents of gold and silver values 
per pound of copper. This gives it a 
margin of profit of some 5 cents a pound 
or more at the present price of copper, 
of about 19 cents. 

Normal output for Utah is about 200,- 
000,000 pounds of copper annually, which 





RUNNING THE ORE FROM THE MINE 
Loading surface ore from the dumps, with 
a good view of the “cross cuts” 


indicates over $6 a share of annual earn- 
ings in the present relation of copper 
prices to copper costs. This production, 
however, is twice the current rate, and 
undoubtedly if this productivity could be 
reached under present market conditions, 
costs would be lower, partly because of 
the economies of larger-scale production, 
partly because of greater gold and silver 
values proportionately extracted. A 
moderate advance in the price of copper 
would also be expected in the event that 
the market were strong enough to war- 
rant increasing production. 

As shown by the attached figures, 
Utah’s earnings have permitted it to pay 
generous dividends for a $10 par value 
stock, while a surplus of $31 a share has 
been piled up. The financial strength of 
the company is further emphasized by a 
working capital of $18 a share. For this 
reason the dividend rate has been main- 
tained, as copper men feel confident that 
the corner has been turned in the cop- 
per industry, and that the present year 
will show considerably better earnings 
than last year. 

The present price of about 70 for the 
stock, now paying $6 dividends annually, 


is close to the lowest point of four years, 
almost as low as it was a year ago when 
prospects were nowhere near as bright. 
In view of its brilliant prospects, a mine 
life estimated at 27 years, more than any 
of the other large porphyry producers, 
and an unusually successful labor policy, 
which resulted in industrial peace when 
neighboring mines were on strike, the 
company’s stock seems to be unusually 
cheap at prevailing price levels. 


Chino a Low-Cost Producer 


Almost as low as Utah in point of 
production costs is Chino, which can turn 
out copper at 15.7 cents per pound with- 
out deductions for gold and silver values, 
which amount to 1.5 to 2 cents a pound. 
The company is able to turn out 80,000,000 
pounds of the red metal annually, and 
has an ore reserve in sight of $96,000,000 
cons. This ore is fairly high-grade for a 
porphyry, averaging about 1.63 per cent 
of copper. 

Chino’s properties are in New Mexico, 
in the old Santa Rita del Cobre mine. Of 
late considerable money has been sunk in 
improvements and new construction at 
this mine, 1918 costs on this account alone 
being $1,237,000. This showed its effect 
in cutting down production costs from 
17.11 cents a pound in the last quarter of 
1918 to the cost stated above. 

The company is in a notably strong 
financial position, at last reports having 
$8.50 per share in working capital, and a 
surplus of $17 a share, or over half the 
current market price. Like all the por- 
phyries, Chino’s earnings took a terrific 
slump during 1919, final figures for the 
year showing $1.59 a share compared with 
$4.76 the year before, while dividend pay- 
ments amounted to $3 per share. The 
recent dividend reduction, however, wil! 
leave the company in a stronger position 
to carry over its stock of copper o: 
hand, until the steady if quiet demand 
reduces them to a point where increased 
production is considered advisable. 

The capitalization of Chino is also fair- 
ly small, amounting to $4,349,900 in $5 
par value shares. With a capitalizatior 
of almost one-quarter of Utah’s it pro- 
duces two-fifths as much copper, indicat- 
ing good values behind each share. On 
the ground of high production per share, 
ore reserves proportionately as large, and 
a low production cost, we should put 
Chino second to Utah in a comparative 
valuation of the porphyry coppers. Like 
the others, its stock is selling extremely 
iow, a late quotation being about 
At this price we think a commitment in 
Chino would eventually prove profitable. 


Ray’s Ore Reserves 


One of the best points in connection 
with Ray Consolidated is the compara- 
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tively high grade of its ore reserves. 
They amount to 86,000,000 tons of visible 
ore, averaging 2.061 per cent. of copper. 
Cost of production, however, is not com- 
mensurately low, as it runs about 16.5 
cents with deductions for precious metal 
alues. The management is concentrating 
1 the cutting down of mining costs and 
reasing the recoveries of copper, and 
ratifying results have been obtained as 
ywn by the quarterly reports. 

\t a normal production rate the mine 

said to have a life of 25 years, and 

properties in Ray Pinal county, Ari- 
zona, are said to be still under develop- 
nt. The mine in its present state is 

able of turning out some 95,000,000 
inds of copper annually. Construction 
uirements are said in the 1918 report 
have been practically completed, in- 
iting that a larger percentage of future 
nings will be saved out of gross and 
de available for dividends. 

While last year’s earnings were. dis- 
ointing, and in fact amounted to about 
lf the dividends paid, it is to be noticed 
that the previous record of the company 

1 enabled it to pile up a surplus of 
me $10 a share, or over half the mar- 
t price, while working capital stood at 
90 a share. Ray, too, found it neces- 
ary to cut the dividend rate from $2 to 
| annually. 

The capitalization of Ray is nearly as 
large as that of Utah, being $15,771,900, 
in shares of $5 par value each. In 1917 
it was able to call for redemption an 
issue of $2,280,000 of 10-year 6 per cent 
convertible gold bonds, thus cutting 
down its fixed charges. 

In comparison with the two coppers 
mentioned above, Ray is more heavily 
capitalized, though intrinsic values are 
certainly more than sufficient to justify 
prices well above those at which Ray is 
selling today. The trouble with Ray 
marketwise is that it is a very slow mover, 
being widely distributed in the hands of 
small investors. Its present price of 
about 17 is the lowest since the boom 
year of 1916, and makes it look remark- 
ibly attractive at the present time. 

Nevada Consolidated’s Troubles 

The record of Nevada for the year 1919 
s a whole was about the worst of all 
the porphyries. Its earnings of 61 cents 
. share for the year reflect not only the 
isual troubles of the industry but an en- 
ounter with labor troubles which shut 
ip the plant for a full month, and in addi- 
ion increasing production costs. Even 
with the reduced dividend rate now pre- 
‘ailing, Nevada will have to increase 
earnings well over last year’s showing 
to cover its disbursements. 

At latest figures the production costs 
or Nevada’s copper were over 16 cents 
1 pound, with allowances, while for the 
hird quarter of 1919 they were 20.26 
ents, during the period of labor trouble. 
The capacity of the company’s producing 
facilities is about 78,000,000 pounds a 
year. 

The ore reserves brought into sight 
total 68,549,644 tons, averaging 1.57 per 
cent. of copper. It has been estimated 
that this gives the mine a life of 16 years. 
The company has not earned enough to 
pile up a surplus of any size, this figure 
ccording to the 1918 report amounting 
to $3.80 a share, and undoubtedly a re- 
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duction is due when the figures for 1919 
are made up, because about $2 was paid 
in dividends when earnings were less 
than a third of that amount. 

The capitalization of the company is 
$9,997,285, in shares of $5 par value. A 
late price for the stock was about 14, 
only three points below the price for Ray. 
In comparison with the other porphyries 
we believe that Nevada is selling too 
high, taking into consideration the earn- 
ings, production capacity, ore reserves 
and life of mine. 

Prospects of the Junior Coppers 

The four porphyries discussed above 


are all alike in several important 
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Pouring the molten red metal into the 
billet moulds 


respects. They are associated finan- 
cially and in management, they are 
all established producing properties, well 
past the initial development stage, and 
they are all listed on the New York 
Stock Exchange. In addition, however, 
there are two smaller companies also 
classed as “porphyries” which are not as 
well known, and neither of which has 
reached the stage of well-established pro- 
duction, or of paying dividends 

Consolidated Copper mines has prop- 
erties in the Robinson district of Nevada, 
close to those of Nevada Consolidated. 
While most of the present production 
comes from the direct-smelting ores of 
its Alpha mine, the company is planning 
to develop more extensively its Kimberly 
ores. The Morris-Brooks and Ora 
claims, which were formerly the largest 
sources of the company’s output, are ex- 
hausted by now. The 1918 report gave 
the amount of heavy sulphide ore at 
156,000 tons of 3.21 per cent., and the 
Alpha oxidized ore at only 100,000 tons 
of 8 per cent., indicating that these sources 
are being worked out. The porphyry 
ores, which average somewhat less than 
Utah’s, at 1.33 per cent. amount to 19,- 
653,034 tons, and these will be the main 
reliance of the company for future pro- 
duction. 

Concentrating and smelting equipment 
now under construction will be able to 
handle 2,000 tons of porphyritic and 150 
tons of sulphide ore a day. A prelim- 
inary estimate of earnings from this plant 


at 20 cents a pound for copper is $1,500,- 
000 annually, or $1 a share with deduc- 
tions for taxes and interest charges. The 
company has been using the Steptoe 
smelting works of the Nevada Consoli- 
dated, but plans for installation of its 
own equipment are being considered by 
the company. 

The company produced 15,768,481 
pounds of copper in 1918, and about half 
as much last year. Plans now under 
way when completed will give the com- 
pany a production of some 44,000,000 
pounds a year. The showing for 1918 
was not impressive, a deficit of $111,995 
being reported. The 1919 figures were 
much better, showing net earnings of 
$45,429, and this showing is especially 
good in view of the depressed condition 
of the industry during the year. As soon 
as construction now being worked on is 
completed, a much larger proportion of 
gross earnings should be converted into 
net. 

Unlike the preceding companies, Con- 
solidated Coppermines has a funded debt, 
at latest figures about $4,279,600, includ- 
ing a $1,000,000 issue last year for the 
purpose of obtaining more working capi- 
tal for improvements. These bonds are 
all convertible into the stock, which has 
a par value of $5, and of which $5,439,295 
are outstanding at the present time. Ac- 
cording to the latest report the company 
had working capital of $.50 a share, but 
this has probably been increased by the 
issue of debentures. 

Seeing that the stock sold as high as 
12% in 1917, when it was much further 
away from settled production than at the 
present time, the current price of the 
stock at about $5 would seem to be fairly 
low. 

Canada Copper Near Production 

Canada Copper’s properties have been 
close to the point of large-scale produc- 
tion for some time, but one obstacle after 
another has come up. The Canadian 
Pacific Railroad, which thought enough 
of the mine to build a spur track to the 
property at Greenwood from Princeton, 
British Columbia, had to stop its opera- 
tions for a time because of a strike among 
the construction workers, but this hin- 
drance has now been overcome. It is 
stated on the authority of the company 
that production will be under way by 
early summer, and that output of 18,000,- 
000 to 20,000,000 pounds a year for the 
time being is expected, with production 
costs estimated at about normal and the 
usual range of gold and silver values. 

Of the ore reserves 10,000,000 tons are 
classified as “sure” and 2,000,000 as 
“probable,” the average grade being 1.74 
per cent. Accordingly the life of the mine 
is figured at twelve years on the basis 
of operations at 1,000,000 tons treated a 
year. It has been stated by company 
officials that the mine can be operated 
profitably with the present equipment 
with copper selling as low as 15 cents a 
pound, or four cents under the present 
market price. 

Concentrating and smelting equipment 
for the expected large-scale production is 
ready to start work as soon as the rail- 
road connections are ready, the mill being 
capable of handling 3,000 tons a day while 
the smelting equipment has a capacity of 
2,000 tons daily. Construction has been 
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interfered with to some extent by strikes, 
and the uncompleted state of the equip- 
ment has also injured earnings. For 
1918 an operating deficit of $19,574 was 
shown, but an estimate for earnings when 
the plant is in full swing gives $1 a share 
as annual earnings. 

The financial condition of the company 
at last report was sound the property 
being carried at $6,059,323, while liquid 
assets amounted to $1,717,751, of which 


$542,966 was cash. The company was 
not hampered with any great amount of 
surplus copper that had to be carried, as 
some of the larger producers were. 
Canada Copper kas two issues of bonds, 
one of first sinking fund convertible gold 
6s, due in 1928, to the amount of $2,500,- 
000. These bonds are convertible at any 
time into stock at $3 a share and subject 
to call at 110 and interest at any time 
after Jan. 1, 1921. A sinking fund of 








A REVIEW OF THE PROPERTIES 


Capitalization 
1.12% 
$16,249,900 

(10 par) 


$4,349,900 
($5 par) 


$15,771,900 
($10 par) 


$9,887,285 
($5 par) 


Bonds 
$4,279,500 
Stocks 
$4,494,020 
($5 par) 

(Orig. 1914) 

Bonds 
3,710,000 
Stock 
$5,439,725 
($5 par) 


CANADA 


Present 
Divi- 
dends 


Ore Earnings & 
Reserves Div. Record 
374,040,000 
tons $5.08—1917 
1.39% 16.66—1919 $6.00 73 
96,000,000 $1.59—1919 
tons 4.76—1918 
1.63% . 
86,000,000 $1.06—1919 
tons 2.95—1918 
2.06% Cu 
68,547,644 $ .61—1919 
tons 1.73—1918 
1.57% Cu 
20,000 tons 
1.33% copper $44,249 earned 
1919 


Price 


$1.50. 33 


$1.00 19 


10,000,000 
sure 

2,000,000 

probable 








not less than $150,000 is provided for each 
year. The other bond issue consists of 
$710,000 of five year 6 per cent. gold de- 
bentures, issued last October with a bonus 
of 100 per cent. of stock at par. 

The capital stock outstanding amounts 
to $5,439,295, in shares of $5 par value. 
Since their introduction to trading in 
1916, the shares have sold as high as $3, 
and are now at about 1—1%. At this 
level they seem to offer an ecxeptionally 
good copper speculation, particularly as 
the ore reserves stated above are not 
a maximum, but merely the amount defi- 
nitely proven to exist on the company’s 
acreage so far. 


Summary 


Of the four leading porphyry coppers, 
the established producers, I should be in- 
clined to consider Utah the cheapest at 
present prices, with Chino, Ray and Ne- 
vada following in the order named. All 
of them are selling at near their low 
levels for four years, and if present in- 
dications work out right they should all 
be in line for advances. 

Consolidated Coppermines is a good 
property, which has just gone through a 
period of hard times and has come out 
safely, but I believe that Canada Cop- 
per is now in about the best period of 
all to buy a copper stock, namely, when 
it is just about to reach the production 
stage and prolonged low prices have 
shaken out all but the most determined 
and convinced stockholders. Utah, Vol. 
25, p. 578; Ray, p. 324; Nevada, p. 680. 


The Facts on Homer Oil Field 


In view of the flood of rumors which have been in circulation in regard to the Homer Oil 
Field, some wildly enthusiastic and others quite the reverse, we have obtained from thoroughly 


well informed and conservative sources the following —_ i of facts, covering the 
the work done there by the most 


present status of the field, the difficulties encountered, and 
important companies conc 


LAIBORNE PARISH, Louisiana, 
otherwise known as the Homer oil 
field, in the first six months of its 
operations has demonstrated a productive 
capacity exceeded by no other oil field 
in the country. In the first six months 
subsequent to the discovery of the deep 
sands, the Homer field—accoiding to 
Standard Oil of Louisiana and Gulf Pro- 
duction officials who keep their fingers 
on the pulse of production—produced ap- 
proximately 3,000,000 barrels of oil under 
difficulties of rail and wagon road trans- 
port seldom, if ever, encountered in oil 
field development. Continual rain for al- 
most six months occurred in Louisiana. 
The far-famed Cushing field in Okla- 
homa had been opened up a full year be- 
fore it attained a total production of 
3,000,000 barrels. It is now producing 
36,000 barrels per day. A newer field, 
the ‘Burkburnett, in north central Texas, 
which surpassed Cushing’s record and 
held it almost up to the present time, is 
producing around 80,000 barrels per day. 
The Homer field, with a daily production 
in excess of 90,000 barrels, has demon- 
strated itself as the greatest light oil field 
in the country. ° 
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High officials in Shreveport of every 
company operating in the Homer field 
are unanimous in the belief that the pres- 
ence of salt water in the field, concerning 
which so many conflicting reports have 
been circulated, should not be taken seri- 
ously, nor considered as threatening con- 
tinuity of production. These officials say 
salt water in the field is geologically nor- 
mal and occurs there as inevitably as it 
does in all Gulf coast fields, and for that 
matter in Kansas, Oklahoma and Texas. 
Its presence in the Homer wells, however, 
is almost entirely due to careless drilling, 
either because of a desire to secure a 
larger well than had been secured on 
neighboring properties, or through efforts 
to define the extent of the pool, where 
information concerning depth and thick- 
ness of the oil producing sand can only 
be determined by the drill. 

Wherever salt water has invaded the 
wells the situation can be controlled by 
plugging off and casing off the salt water. 
In nearly every case where this is done, 
an oil well producing high grade pipe line 
oil can be secured. Operators in the field 
believe implicitly that the water situation 


where it occurs, can be, and will be con- 

trolled, and that the Homer field will be 

a great producer for a long time to come. 
“Sanding Up” 

A situation which has developed, while 
not at all disturbing, though nevertheless 
annoying, is the character of the Blossom 
sand at the 2,100 ft. level from which the 
big gushers are secured. This is an un- 
consolidated loose sand and rapidly gets 
into the wells and sands them up, causing 
them to stop flowing. In many cases 
where wells are reported to have stopped 
flowing because of salt water, cessation is 
due to sanding up. Where wells have 
sanded up it has been due to a too free 
flow, which allows a tremendous pressure 
to develop in the well. 

This sanding up situation also can be 
easily controlled, but the necessity for 
making provision for this condition has 
only recently been realized. 

Experience has now demonstrated that 
where the flow of the well is controlled 
by choke nipples the sanding process is 
very gradual, and the water situation is 
quite readily controlled, whereas increas- 
ing the size of the flow stimulates the 
sanding up process proportionately and in 
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some cases introduces a portion of bad 
sediment or emulsion. 

Most of the wells in the district are 
therefore now allowed to flow only 
through 34” to 3%” choke nipples, and 
under this restricted flow make from 
2,000 to 8,000 barrels of oil, daily of un- 
mixed oil. Operators are now installing 
very fine 70-mesh screens in the wells to 
control the sand, the light oil readily 
percolating through the screen, although 
the interstices are as small as in the ordi- 
nary cheese cloth. With back pressure 
valves, choke nipples and screens in- 
stalled, comparatively little trouble is ex- 
perienced from either sand or salt water. 
A sanded well can be readily cleaned out, 
the process ordinarily requiring about a 
day, after which the wells resume flowing. 

Two prolific oil producing sands have 
already been extensively exploited in the 
Homer field. These are at the 1,400 ft. 
level and the ‘2,100 ft. level, the latter 
known as the “Blossom” sand. It is from 
the latter that the big gushers have been 
produced. 

Most of the operators in the field are 
convinced that there is a third prolific 
sand at between 3,000 and 3,400 feet, 
known as the “Woodbine” sand, and sev- 
eral tests are now under way to deter- 
mine this. Geologists assert this deeper 
sand is sure to be found. 

Both of the present producing sands 
are, it is considered, certain to produce 
big quantities of oil. Already they have 
produced important quantities. Some op- 
erators believe the shallow sand (no in- 
formation at this date being possessed 
about the third or deeper sand), will be 
the longest lived, and in the end the big- 
gest producer. No salt water has de- 
veloped in this strata, and the much wider 
extent to which the shallow pool has been 
developed leads many to favor this strata. 
Other operators, however, are as thor- 
oughly convinced that the Blossom sand 
(2,100 ft.) underlies the entire present 
developed shallow pool. A number of 
deep tests are now under way in the 
northwestern part of the field where the 
shallow sands only have so far been 
tested out. Should the Blossom sand be 
discovered under the shallow pool, and 
if at the same time the third or deeper 
sand should be found to contain oil in 
paying quantities, the potential possibili- 
tics of this field would be great. 

Permanent Installations 

The character of the companies operat- 
ing in the Homer field, the vast extent 
of their operations which have already 
cost millions of dollars, the contemplated 
expenditure of further millions, all for 
permanent facilities, indicate as nothing 
else does their belief in the permanency 
and productivity of the Homer field. 

These facilities installed under almost 
insurmountable difficulties, including high 
cost of materials, have surpassed any- 
thing ever before seen in any oil field 
in a similar length of time. 

Within six months after the Standard 
Oil Oakes No. 1 well was brought in at 
20,000 barrels from the Blossom sand, 
there is already laid and in operation 
more than 50% of the $15,000,000 worth 
of pipe lines contracted for. These lines 
when completed will have a capacity of 
200,000 barrels daily. More than one- 
third of the total twelve million barrel 
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capacity steel storage tanks contracted 
for have already been erected and many 
of them filled. More than three million 
barrels of oil have been produced from 
the field to date, of which approximately 
two million barrels are now in storage, 
being held for higher prices or because 
of the failure of the railroads to deliver 
tank cars in which to ship the produc- 
tion, 

A synopsis of the operations of the in- 
dividual companies is illuminating, inas- 
much as it evidences either a belief in the 
high productivity and permanency of the 
field, or an insane willingness to squander 
millions of dollars of stockholders’ money. 
Only the former‘ of these premises ap- 
pears reasonable in view of the known 
ability and sagacity of the experienced oil 
men conducting operations in that field. 

A summary of the Homer field opera- 
tions of the individual companies follows: 


Stanparp O1 or LovuIsIANa is taking 
approximately 30,000 barrels daily from 
the Homer field, of which 20,000 barrels 
is run through its 8-inch pipe line, fifty 
miles in length from the field to Cutoff 


Junction, where it connects with the 
company’s main Mid-Continent trunk 
line, running to its refinery at Baton 


Rouge. The balance of its oil is shipped 
in tauk cars or run to field storage. The 
company’s loading rack is a double one, 
having a capacity of seventy cars. Prac- 
tically all of the oil the Standard Oil is 
moving is its own production. 

Fifteen miles of its 8-inch pipe line, to 
parallel the first for a distance of fifty 
miles, was completed in the latter part 
of February. Work on this line is be- 
ing rushed as fast as materials can be 
gotten on the ground. 

The company has eight 55,000-barrel 
steel storage tanks completed. It is build- 
ing four additional tanks and has steel 
on hand for thirty additional 35,000-barrel 
tanks. In the Homer field the company 
has fourteen deep and twenty-two shal- 
low wells. Eight. of the deep wells are 
on its famous Oakes lease. Officials of 





companies, has two shallow wells in the 
famous Section 19-21-7. Each make ap- 
proximately 1,000 barrels daily. So far 
each well has produced approximately 
70,000 barrels. It has two deep wells in 
Section 30-21-7, No. 3 making about 650 
barrels a day, and No. 4, 150 barrels, both 
choked down to the limit. The company 
has four 55,000-barrel steel storage tanks 
erected and is planning to erect two ad- 
ditional tanks, and has one four-inch pipe 
line from field to tank farm, seven miles 
from the field. The company is drilling 
four additional wells and buying 5,000 
barrels of Homer production daily from 
the Louisiana Oil & Refining Company, 
which delivers it through its own line to 
the Texas Company at Shreveport. 

Louisiana Om & Rerininc ComMPANY 
has a six-inch pipe line completed for a 
distance of three miles from its tank farm 
to Shreveport, which is twenty-eight 
miles from its farm, the balance of the 
distance being supplied with two 4-inch 
lines into which the six-inch line feeds. 
The company is now laying a second 6- 
inch line from its loading rack to the 
field, a distance of fourteen miles. Three 
miles of this line were completed in the 
latter part of February and pipe for the 
balance was being delivered. 

Its loading rack at La Rex, Louisiana, 
has a capacity for forty-eight cars and 
has been operating since December 10. 
The company has nine 55,000-barrel steel 
storage tanks at its La Rex tank farm. 
The company’s pipe line runs to its re- 
finery at Shreveport which now has a 
capacity of 3,000 barrels per day and is 
being increased to 5,000 barrels. The re- 
finery has been operating since Febru- 
ary 15, 

The company is now producing from 
the Homer field about 12,000 barrels a 
day, of which about 3,000 to 4,000 barrels 
goes to tank cars or storage, the remain- 
ing production is run through its pipe 
line to Shreveport where about 5,000 bar- 
rels daily is sold to the Texas Company 
and the balance is refined. 

The company has about 100,000 barrels 














A PICTURESQUE TOWN OF DERRICKS 


The drilling craze often runs to extremes, and salt water in the Homer wells is 
almost entirely due to careless drilling 


the Standard Oil Company estimate 2,500 
acres in the Homer field have been proven 
up. Of these, 1,250 acres are in the deep 
pool and 1,250 acres are in the shallow 
pool. 

Texas Company, whose operations in 
the Homer pool are of little importance, 
as compared with the other producing 


of crude in storage. When its new six- 
inch line from the field to its tank farm 
is completed it expects to move 25,000 
barrels a day and put in additional stor- 
age. 

The company has eighteen producing 
wells in the Homer field, all of which 
are shallow. The potential production of 
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barrels. 


tank cars. 
is between 5,000 to 6,000 acres. 


Gutr REFINING CoMPANY produced 
day 
from 22 producing wells, of which six 
are deep and sixteen shallow. Ten new 
wells are now drilling, including two deep 


approximately 20,000 barrels per 


“wild cats.” 


Its six-inch pipe line to the tank farm 


and loading rack at Doubberly, 16% 
miles, is completed, as also is a combina-. 


tion 4-inch and 6-inch line for the same 
Its first six-inch pipe line has 
been operating for sixty days, while its 
combination 4-inch and 6-imch line started 
The company’s 


distance. 


operating February 21. 
loading rack at Doubberly on the Vicks- 


burg, Shreveport & Pacific Railroad ac- 


commodates 30 cars. Ten 55,000-barrel 
steel storage tanks have already been 
completed at Doubberly and eight more 
are ordered. 

The company has also completed a six- 
inch line from Doubberly to Mansfield, 
a distance of forty miles. At the latter 
point the pipe line connects with the com- 
pany’s main line running to its Port Ar- 
thur refinery. 

Stnctrair Ow & Rerintnc Company 
has five producing wells, of which four 
are shallow and one deep, four others 
are drilling. Its six-inch line from 
Homer to Minden was completed and 
started operating February 23, while an- 
other eight-inch line from Homer to 
Minden has been started. The company 
also plans to lay an eight-inch line from 
Minden to Mansfield to connect with its 
line out of Bull Bayou and thence a dis- 
tance of 270 miles to Houston, Texas, 
where its big new refinery is located. 
This line will have five pumping stations. 


these wells is between 20,000 to 25,000 
Four new wells are drilling. 
The company owns or has on order 811 
Its acreage in the Homer field 


On Sinclair’s tank farm at Minden 


four 55,000-barrel tanks and three 35,000- 
barrel tanks are to be erected. 

Waite Or Corporation in the latter 
part of February had six 55,000-barrel 
tanks completed at its tank farm at Sib- 
ley, 17% miles from the Homer field, 
and was rushing construction on sixteen 
additional tanks. Its six-inch pipe line 
from the field to the tank farm was com- 
pleted early in March and production 
through this pipe line will, it is expected, 
average 12,000 to 15,000 barrels daily. 

The company has two deep wells on 
the Oakes lease and one shallow well, 
five deep wells are being drilled on the 
Oakes lease, one shallow well is ready 
to be drilled in on the Wheaton and an- 
other location has been made on this 
tract offsetting the Keene-Wolfe well 
which came in recently at 500 barrels a 
day. The company is making one deep 
test on its King lease, one on its Norman 
lease and one on its Shaw lease. 

Stmms Or Company has 19 producing 
wells in the Homer pool, of which thir- 
teen are deep and six shallow. It is 
moving approximately 50,000 barrels per 
week either to field storage or tank farm 
storage, and is loading approximately 100 
cars per week at its tank farm which is 
located at Sibley. On this farm seven 
55,000-barrel tanks are completed and 26 
additional ones are under construction. 
At this point the company has two load- 
ing racks, one of 42 cars and another of 
30 cars. 

One six-inch line from Sibley to the 
Homer field is completed and 17 miles of 
its second six-inch line have been laid. 

Work has been started on its eight- 
inch line from Sibley at New Orleans, a 
distance of 284 miles. Sixty miles of 
pipe have been strung and about 2% miles 
of pipe are being delivered daily. Booth 





What the Oil Leasing Bill Means 


By Representative NICHOLAS J. SINNOTT of Oregon 


& Flynn has the contract for laying this 
line and expect to have it completed by 
August 1. 

Simms is drilling twelve new wells in 
the Homer field. 

GILLILAND Om Company is drawing oil 
from twelve deep and eighteen shallow 
wells in the Homer field. Its production 
is in excess of 20,000 barrels daily. One 
six-inch line and one four-inch line run 
a distance of 16 miles to its tank farm at 
Minden, two four-inch lines go to its 
tank farm at’ Homer and one six-inch 
line runs to its tank farm at Martin, a 
distance of six miles from the field. Its 
loading rack at Minden has a capacity of 
50 cars and the rack at Homer a ca- 
pacity of 25 cars. On these farms twenty 
55,000-barrel tanks have been completed. 
Twenty-two additional 55,000-barrel tanks 
have been ordered and will be erected, 
the steel for these being on the ground. 
In addition twenty 37,500-barrel tanks 
have also been ordered. The company is 
drilling fifteen new wells at Homer, of 
which six are shallow and nine are deep. 
About 6,000 barrels per day are being 
shipped from its Minden loading rack by 
tank car. The balance of the company’s 
oil is going into storage. 

ARKANSAS NaTuRAL Gas is planning to 
build twenty-one 55,000-barrel steel stor- 
age tanks at its tank farm at Minden. 
Six are completed, eight are going up 
and grades for three have been made. 
Its four-inch line to Minden is com- 
pleted and the company is now laying a 
combination four and six-inch line. Its 
production is now about 8,000 barrels per 
day. Its loading rack at Minden ac- 
commodates 60 cars and another which 
will accommodate 75 cars is being built. 
Its Homer production comes from 24 
wells, four deep and twenty shallow. It 
is drilling six new wells. 











Mr. Sinnott Is Chairman of the Public Lands Committee of the House in Congress 
and Is the Virtual Author of the Oil Leasing Bill Which Has Become Law. 





gress is called of supreme impor- 

tance, but the so-called oil leasing 
bill recently made law is really of su- 
preme importance. It establishes a new 
principle in government procedure re- 
garding public lands by which the gov- 
ernment retains its title to ownership 
in them instead as heretofore part- 
ing with them through patent. The pub- 
lic is permitted to use them through the 
leasing system in which the government 
shares with the individual whatever 
riches may be contained in the land in 
the way of certain minerals and oil. This 
new principle has been arrived at after 
prolonged debate both outside and inside 
of Congress. The immediate measure 
called the oil leasing bill has been before 
Congress as much as ten years and 
actively up for consideration in the last 
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Nise 3 every measure before Con- 


four Congresses. It came very near to 
being made law a year ago. 

At last it is law. It is approved by 
those who have fought for the principle 
hardest, Gifford Pinchot saying in com- 
mending the measure that the bill made 
law followed the conservation principle 
laid down by Theodore Roosevelt when 
he was President. 

The bill releases to the use of the pub- 
lic some 6,000,000 acres of possible oil 
lands heretofore withheld from develop- 
ment in our Western states, such as Cali- 
fornia, Utah, Colorado and Wyoming. 
The terms are simple. In known oil ter- 
ritory owned by the government a lease 
is granted to applicants upon ground not 
to exceed 640 acres and the lessee musr 
pay not less than 12% per cent. of the 
value of the production to the govern- 
ment, and in addition a certain bonus roy- 





alty to be determined by competitive bid- 
ding. 

In so-called wild-cat or unknown ter- 
ritory the permittee receives the right to 
prospect for oil on land not to exceed 
2,560 acres and if he discovers oil he 
receives a lease for 20 years upon one 
fourth of his permit acreage—or 640 
acres. For the oil produced from this 
640-acre tract he pays the government five 
per cent. of the value of the production. 
In addition he receives a preferential 
lease on the remainder (between 640 and 
2,560 acres), but upon that he must pay 
a royalty of not less than 12% per cent., 
or one-eighth, and that rate is to be fixed 
by competitive bidding or by any other 
methods that the Secretary of the Interior 
may provide. Others may come in and 
bid over him and he loses his preference 
lease unless he is willing to take the re- 
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mainder of the tract at the highest bid. 
He has that privilege. At the end of 
twenty years new terms may be fixed by 
the Secretary of the Interior, or by law, 
and the lessee has the preference in the 
renewal if he so desires. 

Of the future fund collected by the 
government 37% per cent. goes direct to 
the states where it may originate and 
the rest of the fund is distributed 52% 
per cent. to the reclamation fund and 10 
oer cent. to the federal government. 

An important element in the measure 
made law is contained in the provisions 
against any possible consolidation of 

ises. Only one lease is permitted to 
he extent indicated. There can be no 

ion of one with another. There can be 
consolidation of control of several 

es under a corporation or individual. 
control must ever remain absolutely 
inct from any control over another 
ise. So the field that is opened up will 
be an opportunity for individuals rather 

n for combinations of men 

The effect of the measure upon the 
production of oil is problematic. There 
nay be a great deal of oil in the 6,000,000 
acres restored to public use, or there may 

very little. Exploration will tell. It 


has to be borne in mind that in nearly 
all cases elsewhere from 75 to 90 per cent. 
of the prospecting in oil results in fail- 
ures, despite the large outlay in sinking a 
well. The gushers are very few; the 
dusters are very many. But the needs 
of the world are such that it is imper- 
ative to see what oil the 6,000,000 acres 
contain. The importance of the legisla- 
tion in a specific way was emphasized by 
Dr. Van Manning, director of the Bureau 
of Mines, when he said: 

“We know that the domestic outpuf of 
oil does not meet the present consump- 
tion and that the amount of the deficit 
will probably continue. It is true that 
there are vast oil reserves in this coun- 
try, and if these oil fields could be de- 
veloped without hindrance they could, 
even though the present rate of consump- 
tion continues to increase, probably meet 
the world’s demands in the next ten years 
at least.” 

A feature is the reservation for the gov- 
ernment to extract helium found in the 
oil or gas produced. This was used for 
dirigibles in the war and prevents com- 
bustion, and there is thought to be more 
of it in the United States: than else- 
where in the world. During the war the 





Stocks Without Par 


Reasons Why a Majority of New Corporations Are 


7 He organization of corporations hav- 


ing shares without par value is of 
comparatively recent development. The 
first general corporation act to embody 
this feature was passed in New York in 
1912. Since that time eleven other states 
have enacted similar laws. The tendency 
of counsel, bankers and underwriters to 
recommend the organization and reorgani- 
zation of corporations having shares of 
this class is increasing, this being particu- 
larly evident in the past two years. 

The principal object of these laws is 
to do away with the evils of inflated 
capitalization, largely occasioned or en- 
couraged by the arbitrary and, in most 
cases, fictitious value designated by the 
dollar mark of par. It is recognized that 
to give the share of common stock an 
arbitrary par value is not only useless but 
misleading, since it represents neither 
more nor less than a certain aliquot part 
f the net assets of a corporation over 
nd above all debts and stock preferences. 
The aim is also to eliminate the danger 
‘£ stockholders’ liability and to permit 
the issuance of stock for considerations 
which, although recognized as valid and 
proper, would if par value stock were is- 
sued, still leave the matter involved in 
complicated legal doubts and questions. 

It is not an uncommon matter in or- 
ganizing corporations having shares with 
a par value to place a monetary valua- 
tion on assets to be acquired through 
stock issues far in excess of their actual 
worth, so that it could not but be ap- 
parent that they have been grossly over 
valued in order to make controlling and 
Promotion stock fully-paid. In these cases 
counsel’s reliance is placed upon the 
statutory provision common to a great 
many states to the effect that the judg- 
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ment of the directors as to the valuation 
placed upon property turned in as pay- 
ment for stock is conclusive in the ab- 
sence of actual fraud in the transaction. 
The decisions of various courts on the 
question of stock liability, however, has 
brought forcibly to counsel’s attention 
that reasonable limits will be exacted on 
the part of directors in arriving at values 
of this nature. Where a patent or mine, 
or other property of more or less uncer- 
tain value and possibilities is arbitrarily 
valued by directors at a substantial sum in 
order to dispose of the question of stock 
liability, there are still some grave legal 
doubts that their appraisement will stand 
the test of judicial scrutiny. These de- 
velopments and the influence of advanced 
thinkers on the subject naturally led to 
the duthorization of stock without par. 
There would appear to be few cases, 
particularly where both common and pre- 
ferred stock are being issued, where stock 
without par value could not be used. The 
argument is sometimes advanced, where 
stock is being actually paid for at par 
with cash or property, that there is no 
advantage in having stock without par 
value. A corporation in such case, how- 
ever, with assets equal to its authorized 
capital at the time of organization would 
be under no disability through creating 
shares without nominal or par value of 
a like number to the par value shares it 
would otherwise create. The stock- 
holders’ interests are the same whether 
such a corporation having assets of the 
value of $100,000 has 1,000 shares of $100 
par value or 1,000 shares without par. 
In the event of an appreciation in the 
value of the assets of a corporation the 
share of stock without par value finds its 
actual price level as does any other species 


United States paid one concern in Texas 
$1,500,000 for the right to extract helium 
from the gas in its oil lands. Now the 
extraction of helium need not jeopardize 
the operation of oil production. The ex- 
traction of helium makes the ordinary 
gas it was mixed with more inflammable 
and therefore a better lighting medium. 

The measure also arranges the distribu- 
tion of some $20,000,000 that has been im- 
pounded by the government for oil from 
land in litigation. The oil has of course 
been consumed. At last the owners will 
receive their share and the government 
its own one-eighth. 

The foregoing are the features in the 
leasing bill as it relates to oil. The doors 
of opportunity are thrown open to obtain 
whatever riches the lands legislated fox 
may contain. The opportunity is a fair 
and an equal one to everybody and it 
fair in the operation as in the 
Over all will be the watchful 
of the government. It will be in its 
be as fair as the law al- 


will be 
beginning 
eve 
own interest to 
it will claim its own share of 
this 
that 


lows, but 
its own possessions, which also by 


same law will so regulate things 


there shall be no waste. 


Value 


Adopting This Plan 


of property. Its owner’s interests are 
not prejudiced in case such stock is of- 
fered for sale by the misnomer incident 
to the par value mark. Conversely the 
purchaser of such a security in the event 
that the assets have depreciated is not 
deceived by any false or fictitious face 
value on his certificate. 

It is becoming more and more ap- 
parent that bankers and investors pay 
little if any attention to the question of 
the authorized capital of a corporation or 
the par value of its stock when matters 
of credit or investments are considered. 
Values are based upon management, 
actual assets and earning power. 

Varying conditions make it necessary 
for the active corporation, from time to 
time, to issue additional stock, and it is 
by no means generally the case that the 
assets will warrant an offering of new 
stock at par. With outstanding stock $100 
per share, assets may very well repre- 
sent a smaller or greater proportionate 
value. In some cases arising through de- 
pletion of assets or business reverses it 
becomes necessary to make concessions 
in the terms of an offering from that of 
the original or previous issues. 

In both instances the psychology of the 
average investor plays an important part. 
A large proportion do not favor high 
priced securities as they have the im- 
pression that they are paying a premium 
for them. The number of shares pur- 
chasable for a given amount is also a 
factor. On the other hand where stock 
with a par value is offered at less than 
par, the impression upon the public is 
likely to be unfavorable in respect to the 
merits of the security. It is apparent 
that these views cannot be acquired in 
respect of non par value stock. 
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How I Handle My Own Funds 


IX—Looking Ahead for the Most Promising Opportunities—Why Petroleum Securities Appeal 


N previous chapters I have referred to 

the value of foresight in the field of in- 

vestment, and the advantages of keeping 
your money working where it will pro- 
duce the best results in the shortest time. 
I like to go cross-lots toward an objective 
point. One way to do this is to keep a 
constant eye on the relative position of 
the different industries in order to see 
where the greatest advantage lies. 


One hardly needs to do more than read 
the papers nowadays to form the opinion 
that certain industries are in an excellent 
position. But which of these are best? 

The steel industry is apparently very 
prosperous, the principal difficulty being in 
getting sufficient help to turn out the vast 
volume of business already on the books 
of the Steel Corporation and the so-called 
Independents. Prices are higher, in spite 
of efforts to stabilize. The steel industry 
seems likely to go through in a belated 
way the filling of a vast commercial and 
industrial vacuum which resulted from 
the war’s absorption of steel. 

The resumption of building operations 
will be a big factor in the steel business 
for the next several years. We all know 
that the country is underbuilt. In Akron, 
Ohio, there is such a scarcity of housing 
facilities that those who hire furnished 
rooms can only get them for eight hours 
—their beds are hardly cold before an- 
other fellow tumbles in. It is the same 
story in the field of manufacturing and 
office structures, and a revival of building 
activity which has of late become appar- 
ent, means very big things for the steel 
trade. 

Now that the railroads are back in the 
hands of their owners we may expect tre- 
mendous orders for rails, cars and loco- 
motives, all of which will absorb quanti- 
ties of steel. This should also produce a 
highly prosperous condition in the rail- 
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to Me Now 
By RICHARD D. WYCKOFF 


way equipment business for some years 
to come. In our March 6 issue the im- 
portance of the motor truck industry is 
brought to the fore as possibly foreshad- 
owing a very far-reaching development in 
the railroad as well as the motor truck 
industry. And so on down the line of the 
various classes of securities which are 
more or less influenced by the favorable 
or unfavorable developments in the in- 
dustries which they represent. 

I have been turning these matters over 
in my mind recently because I am very 
confident of the immediate future of 
the market and I want to know which 
stocks in the most favored industry are 
likely to produce the most for me both 
from the standpoint of income and profit. 
Market movements, when correctly fore- 
casted, pay more dollars than dividends. 

I am not by any means overlooking the 
investment possibilities now offered in the 
bond market; I doubt if any of our read- 
ers who are fifty years of age will live to 
see another such opportunity in that field. 

While one may be considerable of a 
bond holder, he will, if he is an average 
investor, have a large portion of his 
money in stocks. And so we will let the 
numerous articles recently printed in THE 
MAGAZINE OF WALL STREET cover the pos- 
sibilities in the bond market so that we 
can devote some thought at the moment 
to the best opportunities in corporate 
shares. 


Petroleum Outranks Other Industries 


While there are many of the minor in- 


for the past two years and there is no 
sign of any change in this trend. This, in 
conjunction with the forecast by Walter 
C. Teagle, president of the Standard Ojl 
Co. of N. J., in our Feb. 21 issue, gives 
us the backbone of the statistical position 
of oil. Mr. Teagle estimates that by 1925 
the world will require 675,000,000 bbls. of 
crude oil against 376,000,000 produced last 
year—an increase of 78 per cent. He 
asks where such an enormous quantity of 
oil is coming from. If he cannot tell, you 
and I need not guess. 

Should any further assurance be re- 
quired, we can refer to the recent report 
of the British Board of Trade in London 
whose Central Committee reports that 
the present high prices of motor fuel are 
mainly due to demand, which is tending 
to outstrip the world’s present supply. 

Another important development bear- 
ing on the oil industry is the fact that 
the U. S. Shipping Board, in its recent 
request for bids for the supply of fuel oil 
required by the U. S. Government for its 
merchant marine, elicited very few, un- 
important bids for the 12,500,000 bbls. of 
oil required. It is a question whether, 
in view of this situation, the government 
will construct any more oil burners till a 
more generous supply of fuel oil is 
obtainable. 

It is plain, therefore, that there is a 
world shortage of oil and that this situa- 
tion cannot be cured for a long time to 
come. I am therefore putting money 
into the best class of oil stocks, for while 
there are many promising opportunities 


dustries in a very favorable position atin other fields I regard this, for the time 
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present, I find that one in particular 
stands head and shoulders above all the 
rest and that is the petroleum industry. 
The accompanying graph indicates that 
consumption has run ahead of production 


being, as the best industry in which to 
take a substantial position on the long 
side. 

My reason is that the margin of profit 
in the producing and refining of oil, espe- 
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cially the former, will be a very sub- 
stantial one—probably much larger, 
figuring on a per share basis, than in the 
steel, equipment, automobile, or other of 
the leading industries whose output may 
be expanded by the building of more 
plants and hiring more men. It is dif- 
ferent with the oil business. Oil must 

» sought; and it is not always to be 
found where you expect to find it. Many 

{ the old fields are playing out. Many 
of the 10,000 and 15,000 barrel gushers 

f a year ago are now running in the 

ozens or hundreds and in not a few 

uses have to be pumped at that. 

The Ranger Field on July 1, 1919, was 
producing 160,000 bbls. a day. By Feb- 
ruary 1, 1920, this had dropped to 80,000 
barrels daily. The Burkburnett Field has 
shown a very marked falling off, due to 

ose drilling. Many of the biggest wells 

1 Mexico have declined, owing to eco- 
nomic conditions, salt water invasion, or 
possible change of formation, due to vol- 
canic eruptions. 

There is a scarcity of new fields. We 
hear about discoveries in various sec- 
tions of this and other countries, but 
only one, the Homer Field, is of pri- 
mary importance. It will require a good 
many Homers to keep pace with the 
ravenous consumptive demand. It is ap- 
parent that in the oil industry there is 
no point of saturation, because the trade 
is continually working to make up a 
shortage which practically every year 
pulls down the visible supply. 

The increase in the amount of 
machinery of all kinds and the elimina- 
tion of hand labor is an important point 
in the demand, as each bit of machinery 
requires more lubrication and the lubri- 
cating material always has its base in 
crude oil. Automobiles are not only con- 
sumers of gasoline, but of great quanti- 
ties of lubricating oil as well. Our issue 
of March 6th shows that there are 30,000 
lines of motor trucks operating in this 
country and that for nine months ending 
July, 1919, motor trucks carried at the 
rate of 885 freight carloads a week be- 
tween Cleveland and Akron, Ohio. 

Tractors are developing another big 
new avenue of consumption and must in 
time supplant the horse on the farm, as 
the motor car has done in the cities. In 
Seattle there is not today a single horse, 
so far as I have been able to ascertain. 


A Forecast and a Suggestion 


The year 1894 does not seem so long 
ago, yet when at that time I told some 
one that one of these days we would be 
traveling in horseless carriages, I was 
laughed at as being a dreamer. 

Now I wish to record another simi- 
lar dream. It is that the streets of New 
York and all other great centers will, 
before many years, be underlaid with 
pipes which will carry fuel oil for use 
instead of coal in heating, manufacturing 
and other purposes. And here is a sug- 
gestion to any of my readers who are in 
a position to secure charters from their 
respective communities, for some day 
these charters will be worth a lot of 
money. 

The day will soon pass when men shall 
be sent down into mines to haul up coal, 
put it on railroad trains, transport it 
hundreds of miles, unload it into coal 


for MARCH 20, 1920 


carts, truck it through city streets, dump 
it into the cellar and shovel it into fur- 
naces. 

Enormous oil tanks, similar to gas 
tanks now in use, should contain the 
liquid fuel which can be controlled by 
the mere turning of a valve or the opera- 
tion of a thermostat. 

No shovelling coal, or taking out 
ashes! This should make life in city or 
country more attractive, especially to 
those who have to hustle for the 5.15. 
But to the manufacturer, the owner of 
office buildings, or apartments, this de- 
velopment will have a much broader ap- 
plication, for it will mean the elimina- 
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tion of a number of factors that now 
contribute to the raising of rent, operat- 
ing and manufacturing costs. 

You may not follow this suggestion 
but somebody will, and a lot of some- 
bodies will make a lot of millions in this 
way. 

Practically every industry, from the 
peanut stand to the railroad locomotive 
and the enormous industrial plant, con- 
sumes oil in many ways. The world of 
machinery could not exist without oil. 
The use of machinery and particularly 
internal combustion motive power is 
spreading throughout the world. There 
are vast areas which are merely in the 
kerosene stage which will eventually be 
developed to the automobile and tractor 
stage. Carry the thought further and 
we see the likelihood that before many 
years we shall be shipping not only pas- 
sengers but freight through the air, all of 
which means a still greater demand for 
crude oil to be converted into gasolene 
and lubricating oils. 

Oil Producers Have Best Chances 


These are some of the reasons why I 
have bought oil stocks during recent 
months. And why, in our Investment 
Letter, we have recommended these se- 
curities to our subscribers. By reason of 
the crying demand for crude, many of 
the refineries which have contracted to 


supply refined products are bidding 
against each other, so the companies 
which really hold the winning cards are 
the producers. Hence, I have favored, 
among others, the following: 

Texas & Paciric Coat & Om because 
the value of its potential production 
makes it worth many times its present 
low market price. 

MEXICAN PETROLEUM, because, as 
shown in the accompanying graph, it is 
the largest producer in Mexico. 

Texas Co. because of its vast holdings 
in Texas and its steadily increasing 
Mexican output. 

STanparp O1 or N. J. for reasons re- 
cently outlined in Mr. Smallwood’s ar- 
ticle in our March 6th issue. 

STanparp Ort or Inp1a because of its 
rapid and substantial growth, but espe- 
cially its ownership of the Burton gaso- 
line process. 

SouTHERN Paciric whose great oil re- 
sources and possible production have 
scarcely been scratched. 

Simms, WHITE AND GILLILAND whose 
production in the Homer Field is im- 
portant but not the whole of their story 
by any means. 

I anticipate a period of enormous 
profit-making in these and other leading 
oil companies, particularly where they 
are intrenched in the field of production. 
And now that the Supreme Court has 
decided that stock dividends are not 
taxable, I anticipate the inauguration of 
regular stock dividends payable quarter- 
ly, semi-annually or annually in a large 
number of leading corporations in the 
petroleum and other industries; but par- 
ticularly in the former because of the 
large and increasing margin of profit to 
be derived from the production and re- 
fining of oil. 

By the disbursement of stock divi- 
dends, shareholders participate in the 
profits of the business while the bulk of 
earnings can be put back into enlarged 
production or betterments which will 
further increase earning power. Look- 
ing ahead a few years we therefore find 
that these stock dividends are likely to 
be more valuable and what is equally 
important, the income tax is likely to be 
reduced, so that in two ways stock- 
holders will be immensely benefited. 

While this applies particularly to the 
oil industry where the need for addi- 
tional capital will be insistent in order 
to enable the companies to operate in a 
large way, it is also true of every other 
industry which desires to keep its money 
in the business and at the same time 
take good care of its stockholders. They 
have only to sit tight and take their 
stock dividends unti] such time as they 
can realize to advantage and without 
paying over too much to the beloved in- 
come tax collectors. 

(Series to be continued in an early issue.) 





Chinese Currency 

The “cash” was introduced in China 
many centuries B. C. and may be consid- 
ered as the real standard of the country. 
They are made of copper, and occasion- 
ally of iron, and are strung together 
in lots of thousands, in strings of 100 
each, to facilitate both counting and 
transportation. They serve the purpose 
of financing many trades, 
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Trade Tendencies 
Prospects in Leading Industries as Seen by Our Trade Observer 








Oil 
A “Runaway Market”? 


HE rapidity with which crude oil 
prices in all fields have been going 
up has been the feature of the oil in- 
dustry within the last few weeks. Now 
comes the announcement that the Seep 
Purchasing Agency, which posts the 
prices for Pennsylvania crude, will no 
longer supply the independents, to the 
number of 15 or 16, with which it has 
previously maintained connections, as 
it has not enough oil available to be 
able to promise deliveries to the refin- 
ers. The result of this action will prob- 
ably be to bring on a period of com- 
petitive bidding for crude oil that will 
bring prices well above their present 
levels. 

What is true of the Pennsylvania 
field is true to a greater or less extent 
of the other big producing fields. The 
bringing in of the North Louisiana dis- 
tricts does not seém to have been enough 
to hold prices down, as North Texas pro- 
duction has failed to come up to expecta- 
tions and Gulf Coast crude is in actual 
shortage. Posted prices of all grades 
are advancing rapidly, but premiums are 
paid on practically every barrel of crude 
sold in addition to the posted price. 

Outside of the increasing consumption 
of oil products, the Mexican situation is 
one of the prime causes of the present 
market. Not only have several of the 
big light oil fields of Mexico been over- 
run by salt water, but the disturbed po- 
litical conditions, the enactment of legis- 
lation considered confiscatory by the oil 
men, the presence of bandits, have com- 
bined to cut down wild-catting in Mexico 
to a very low point. The recent order 
of President Carranza permitting drilling 
on temporary concessions will undoubt- 
edly do something to relieve the situation, 
but reports are coming in of further salt- 
water invasion of Mexican fields. 

Transportation difficulties are now 
overshadowed in importance by the prob- 
lems of production. The increase in 
construction of pipe-lines and tankers, 
according to oil men, has been more than 
counterbalanced by the diversion of 
tanker tonnage to long-haul traffic, such 
as that from Mexico to the Atlantic ports 
of the United States, or overseas from 
the latter to the Far East, Australia and 
South Africa, whereas during the war 
most of the tanker tonnage followed one 
route, between the United States and the 
Allied countries. The net result has 
been the same as if an actual reduction 
of tonnage had been made. It is also 
true that pipe-lines in Mexico are inade- 
quate to the traffic to be handled. Last 
year’s exports of 80,000,000 barrels are 
believed to measure the carrying capacity 
of Mexican transportation facilities. 

Last year, with the bugaboo of heavy 
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Mexican production, and with a large 
surplus of fuel oil overhanging the mar- 
ket, American producers in many cases, 
particularly in the Gulf Coast district, 
tied themselves up for long periods ahead, 
sometimes five or ten years, with con- 
tracts for the delivery of oil at very low 
prices, their action being based on the 
fear of Mexican competition. Now they 
are finding great difficulty in filling their 
orders, having to buy oil in some cases 
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at higher prices than their contract calls 
for, and this buying has been one of the 
causes of the recent sensational advances 
in all grades of crude oil. 

The gravity of the situation was em- 
phasized some weeks ago when the Navy 
bids for fuel oils supplies received so lit- 
tle attention, and a similar condition is 
expected to develop when the Shipping 
Board asks for bids for six months’ sup- 
ply of fuel oil. A larger percentage of 
American ships is equipped for burning 
oil than those of any other merchant 
marine, and the high prices will hit them 
proportionately harder. Naturally the 
price movement of the last few months 
has cut down considerably the enthusiasm 
for converting coal-burning equipment 
into oil burners, which was so marked at 
the time of the coal strike, as oil has long 
passed a price at which it would compete 
with coal on a cost basis. The claims it 
has now are greater efficiency in opera- 
tion, cleanliness and lower labor cost in 
handling. 

At the present time it is believed that 
there are four months’ supply in sight, 
with the demand constantly keener and a 
big export trade waiting. Prices of re- 
fined products have gone up with the in- 
creases in crude oil, though in some cases 
not to the same extent, but no cut in 
consumption is as yet in sight. This 


would indicate that prices have not yet 
reached the point where they will burde: 
consumption and thus cut down demand 
The only outlook for a check on the u 

ward rush of oil prices is to be fou 

in greatly increased production. 

To a large extent this is being prepar« 
for at the present time by the growing 
interest in wild-catting, both in this coun- 
try and abroad, particularly in Sout 
America, where wells of remarkably hig! 
quality are said to exist. The passage 
of the oil land leasing bill will thr 
open for prospecting some 6,700,000 acres, 
which have been eagerly expected for 
some time. The enthusiasm of pros- 
pectors, stimulated by the great profits 
possible with the prevailing prices for oil, 
indicates that the possibilities of this new 
acreage will be thoroughly tested. Simi- 
larly, in Mexico, according to an estimate 
by the Petroleum Department of the 
Department of Commerce, there are 148,- 
000,000 acres of probable oil land, of 
which about 6,500,000 have been proven 
up, indicating the potentialities for ex- 
pansion there. 

It is doubtful, however, if sufficient new 
production will be obtainable within the 
near future to check the present rush of 
prices, predicated on the necessity of fill- 
ing an immediate demand. The outlook, 
therefore, is for great prosperity for the 
oil industry as a whole, with increasing 
prices for some time further at least. 


Coal 


Output Increasing 


In spite of the continuing car shortage 
and the unfavorable weather, production 
of soft coal has shown good results, and 
for the year to date is well above 1919 
and 1918, and very close to the exception- 
ally good 1917 figures. Anthracite pro- 
duction is on an even better level, and 
the tendency is to further increases. 

Contrary to the expectations of many 
operators, the Fuel Administration is still 
in existence, its functions having been 
taken over since the resignation of Mr 
Garfield by the Railroad Administratio 
for domestic distribution and a newly- 
appointed commission of four to take 
charge of export and bunker coal regula- 
tion. The commission appointed to arbi- 
trate the ex-coal strike is now considering 
the question of coal prices. The problem 
at issue is whether the 14% wage increase 
temporarily conceded to the bituminous 
coal workers may be passed on to the 
consumer. Some of the public utility 
companies which are large consumers of 
coal have expressed their willingness to 
accept increases in the price of coal, with 
the intention of in turn passing on their 
increased costs to the public. 

Now a new wage and working condi- 
tions controversy is being thrashed out 
at the convention of the anthracite coal 
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workers and operators. The demands of 
the hard-coal men are similar to those 
of the soft-coal workers as presented last 
year. They include a 6-hour day, a 5-day 
seek, a 60% wage increase, a uniform 
age-scale, time and a half for overtime 
nd double time for Sunday, the closed 

p, and other concessions, these terms 

iold for two years. The attitude of 

anthracite operators is not yet clear. 


Leasing Bill Affects Coal 
has not been generally noticed that 
land leasing bill recently passed by 
gress affects the coal industry. It 
ns up for development about 34,000,- 
acres of coal lands in thirteen states, 
vhich the largest acreage is in North 
<ota, though the Colorado territory 
onsidered the most promising from 
operator’s point of view. The pas- 
: of the bill will tend to increase the 
unt of coal available in this country 
in the long run, however, as no great 
1 to exploit the new territory is 
ceable among coal men. 
or one thing, the conditions of the 
industry are too unsettled at the present 
time, what with the labor situation com- 
plicating the question of costs, while the 
continuing Federal regulation and uncer- 
ties as to its future development make 
distributing end of the business 
ally hazardous. 
for the time being, however, the mar- 
is showing considerable activity, all 
ipments of coal being absorbed as fast 
they arrive. The transportation diffi- 
ties which are holding up deliveries 
ount for much. of this eagerness to 
as stocks of most large consumers 
are now at the minimum. Trade is par- 
ticularly busy in export and bunker coal, 
igh threatened with the prospect of a 
in freight rates on coal, which, of 
rse, would seriously endanger this 
c, one of the most lucrative branches 
the coal business. Restrictions on ex- 
s continue, the only business per- 
tted being that contracted for before 
imposition of the embargo. This 
rece of trade, however, will naturally 
n be exhausted, and coal dealers are 
ginning already to chafe at the restric- 
ons imposed upon them. 
fuel shortage continues in many parts 
the country, and improvement in this 
spect is contingent on the return of 
fic conditions to normal. Embargoes 
certain districts on all-rail coal ship- 
nts are making it doubly difficult to 
ure fuel as many more coal barges 
n usual are laid up at this time because 
ice-damage. The industry as a whole, 
| the consumers as well, are looking 
ward to the improvement of the traffic 
iation with better weather and the 
elioration of the car shortage. 


Steel 
Equipment Buying 
Railroad equipment buying has begun 
figure in the steel market, though not 
an embarrassing extent. Inquiries for 
‘omotives and freight cars are begin- 
g to take tangible form in the shape 
orders, but most of the capacity re- 
red for them has been reserved for 
me time, so that market conditions are 
t much affected. Rails are moving up- 
ward, great disparity being shown be- 
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tween the prices quoted by the leading 
interest and those of the independents. It 
is noticed, however, that there is no great 
rush to buy. 

A noteworthy feature of the last few 
weeks has been the character of the buy- 
ing of steel by automobile makers, which 
has apparently been of an emergency na- 
ture, prices being of less consequence 
than deliveries. The demand for spot 
sheets and sheet bars from this source 
has driven the price up rapidly, and simi- 
lar developments are noted in the alloy 
steels. Much business is being done with 
the understanding that prices are to be 
quoted at the time deliveries are made, 
both in sheet steel and more recently in 
wire and wire nails. 

Production is moving along faster now, 
after much hindrance by poor weather 
and car shortage, but little new business 
is being done. Consumers take the posi- 
tion that as long as the smaller inde- 
pendents are sold up for a long time 
ahead, there is no use ordering now and 
paying the high premiums that prevailed 
some weeks ago. Hence there is a fairly 
quiet tone in the steel market generally, 
though the potential demand is known to 
be large. 

Attempts are being made in many cases 
to increase production facilities, particu- 
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larly for steel bars, and activity in new 
construction is reported from Pittsburgh. 
Much loose tonnage in small lots has 
been accumulated, in the anxiety to get 
as much steel as possible for current de- 
livery. 

Pig Iron Quieter 


In the pig iron market increasing pro- 
ductivity and the calming down of de- 
mand from producers have resulted in a 
quieter buying, without the reckless pre- 
miums that were necessary some time ago 
to evoke any response from producers. 
\ttempts to raise prices still further have 
been discouraged, and apparently more 
tonnage is available than was at first ex- 
pected. Ore prices have been stabilized 
considerably, and this tendency to greater 
stability seems to be extending all the 
way through the industry. Coke is in 
comparatively short supply, because of 
the lack of cars, but this situation is 


expected to improve shortly. As this in- 
dustry is still under nominal Government 
control, no speculation is possible at the 
present time, but something of an upward 
trend is expected when control] is re- 
leased. 

Exports are improving, possibly in con- 
nection with the improving exchanges, 
but to a large extent also because some 
of the European buying has been deferred 
as long as it safely can be, and besides 
a considerable amount of exportation of 
steel products has been done to non- 
European countries: A favorable factor 
in this connection is the ability of pig 
iron producers to send their product 
overseas as ballast with freight like cot- 
ton, thus cutting down freight costs. 

The steel industry generally is in an 
excellent condition at the present time, 
orders increasing and production on the 
rise, with the dangerous tendency of some 
weeks ago to a runaway market checked 
for some time, at least. 


Cotton 
The Price Disparity 

The strength of spot cotton and the 
near months while the futures generally 
have been fairly weak points to a grow- 
ing belief on the part of the trading pub- 
lic that a period of deflation may be ex- 
pected, which will cut down prices 
eventually, but which need not be ex- 
pected for some time. Statistically, spot 
cotton is in a good position, with an 
undertone of good demand both here and 
abroad, and a new crop started under 
poor auspices. What with a late start, 
boll wecvil in some districts, and insuf- 
ficient iabor not too much can be rea- 
sonably expected of the 1920 crop, a fact 
which should add to the confidence of 
the longs in the further months. 

The persistence of the export business 
is also reassuring, as are from 
Belgium that the larger plants are work- 
ing two shifts a day, together with the 
general improvement in the foreign ex- 
change situation. Plans now under way 
for the financing of export trade in cot- 
ton include within their scope Czecho- 
Slovakia, Jugo-Slavia and Poland, which 
may be expected under suitable conditions 
to take up a fair amount of cotton. 

The theory of many Southerners that 
present cotton goods prices are too high 
because of excessive profits in manufac- 
turing rather than because of the rise in 
price of cotton, is pushed with renewed 
energy ,at this time because of the possi- 
bility that dry goods prices may decline. 
In this case, if they can prove their con- 
tention, the reduction may result in a cut 
in manufacturers’ profits rather than in 
a drop in the price of raw cotton. 

It is believed that cotton is not yet at 
so high a point that further advances will 
cut down the market to any significant 
extent, always an important consideration, 
On the other hand, it has been empha- 
sized that the powers at Washington will 
not tolerate a bull movement in any es- 
sential commodity. Mr. Baruch has made 
his position clear in his statement that a 
period of deflation is at hand, due to 
greater production. 

Technical considerations that are influ- 
encing the market here are the short sup- 
ply of spot cotton, which is practically 
down to the vanishing point, thus tending 
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to maintain the market for March cotton 
in the face of inactive southern spot mar- 
kets. The big foreign markets, particu- 
larly Liverpool and Alexandria, have 
shown surprising weakness, even spot 
cotton in Liverpool declining for the last 
few days. In Alexandria conditions have 
become so bad that minimum prices have 
had to be fixed to avoid a panic, and 
there are reports that prices have broken 
through the official bottom. 

While spot cotton has elements of 
strength, we do not believe it can well 
go much higher than its present price, 
while the outlook for the further months 
is uncertain to an extreme degree. 


Rubber 


American Tire Consumption 

The biggest single feature of the rub- 
ber industry today is the amazing con- 
sumption of rubber by the tire industry, 
which, of course, is dependent on the un- 
usually strong present position of the 
automobile industry. It is estimated that 
the United States consumes three-fourths 
of the world’s rubber, and that the in- 
crease in the American consumption be- 
tween 1919 and 1918 alone amounts to 
as much as the normal world consump- 
tion. The increase in facilities of old 
companies and the incorporation of new 
ones to share in the profits of the busi- 
ness indicate a great confidence in the 
permanent nature of this prosperity. 

The difficulty is that tire manufacture 
is still to some extent a matter of crafts- 
manship, that is, varies from plant to 
plant in quality and number of seconds 
turned out, so that new plants are 
at a certain handicap in competing with 
firms of more established reputation, The 
demand for tires is so keen, however, that 
consideration of this sort will not keep 
back a good deal of buying. 

Of late increases in the price of tires 
have marked the industry, the reason be- 
ing the rising costs of materials and 
labor. While rubber has at no time 
shown a strong market position, and has 
gone through several periods of inactive 
markets -with declining prices, the other 
materials used, principally long-staple 
cotton and the chemicals such as sulphur 
used in the manufacture of tires, have 
shown great advances. 

Outside of tires, there has been a large 
increase of activity in rubber footwear, 
directly attributable to the bad weather 
which has prevailed this winter, and in- 
terest is reviving in rubber mechanical 
goods, particularly electrical equipment. 
A good part of this production is being 
exported, notwithstanding adverse ex- 
change conditions in most countries. 
Exchange really works in two ways in 
the case of this commodity, however, be- 
cause some 80% of our rubber is im- 
ported through England, so that a drop 
in exchange rates which would be a han- 
dicap on the sale of finished products 
would make the price of the raw mate- 
rial somewhat lower. 

One result of the great activity of last 
year in the production of tires has been 
the placing on the market of an unusual 
amount of rubber scrap, so that the mar- 
ket in this type of rubber material will 
probably show a declining tendency for 
some time. This condition is expected 
to have its reflection in other branches 
of the rubber industry, as reclaimed rub- 
ber, prepared from scrap, is always in a 
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sort of competition with virgin rubber, 
the better quality of the latter being bal- 
anced against its higher price. There- 
fore, whenever the makers of reclaimed 
rubber are able to quote considerably 
lower prices for their commodity than 
the importers of virgin rubber, there is 
a, tendency toward inactivity and lower 
prices in the latter. During a great part 
of last year the declining exchange rates 
favored the importation of new rubber, 
but this tendency seems to be over for 
the time being, at least, so that the scrap 
market may be expected to show more 
activity, with possibly lower price sched- 
ules. 


Tobacco 
Conflicting Price Tendencies 

The tobacco industry at the present 
time is in the midst of a highly uncertain 
period. Finished tobacco products are 
having a very active market, with an in- 
sistent demand, production running at the 
highest point it has reached for months, 
and small stocks on hand in distributing 
agencies. Prices have advanced in sev- 
eral lines, notably domestic cigars and 
cigarettes, 

The tobacco leaf market, on the other 
hand, has shown unmistakable weakness. 
Prices have been declining in the prin- 
cipal American planters’ markets, the 
percentage of rejections has been unusu- 
ally high, and a good part of the crop is 
expected to hold over. To some extent 


this is due to the unusually good size and 
quality of last year’s crop, partly also to 
increased cautiousness on the part of 
manufacturers, who do not want. to be 
hung up with large stocks bought at com- 


petitive prices in case of a movement 
toward deflation. 

This situation, of course, has not pre- 
vented price increases in tobacco prod- 
ucts, the explanation offeréd being the 
increasing cost of labor. The funda- 
mental support is given by the great de- 
mand and the comparatively short sup- 
ply of tobacco goods, conditions being 
reversed in the tobacco leaf market. Ex- 
port trade is also very active, particu- 
larly with South America, China and 
India. The rumor that American inter- 
ests would attempt to buy out the French 
tobacco monopoly has not been verified 
to date, but suggests interesting possibili- 
ties for the American tobacco industry. 
In other countries the expansion of the 
American tobacco chain store is going 
forward rapidly. 

A possibility that is looming up before 
tobacco men here is a greatly increased 
importation of foreign leaf which will 
cut down the market for domestic to- 
bacco to a marked extent. Signs of such 
a tendency have begun to appear already, 
especially as America is one of the few 
big countries where the consumption of 
tobacco is not penalized either by ex- 
cessively high prices or by drastic taxa- 
tion. The industry as a whole now ap- 
pears to have reached the peak of pros- 
perity for the present. 


Leather 


Market Inactive 
For some time now the leather market 
has shown a remarkable sluggishness, 
with a declining tendency in prices. Buy- 
ers have tended to keep out of the mar- 
ket, drawing on their stocks in the belief 
that price levels prevailing some time ago 


were unjustifiably high. To a large ex- 
tent this decline has been caused by the 
diminution of exports. Even in the case 
of Canada, where the discount is com- 
paratively small, exports have shown a 
great decrease, and France has placed an 
embargo on the importation of leather 
and leather goods. Concern has been ex- 
pressed by leather men over the declining 
foreign market, which has hitherto been 
the great source of strength for the 
leather industry in this country. 

Stocks on hand, while still considerably 
larger than they were at this time last 
year, when the fixed price level had only 
just been abolished, are showing a ten- 
dency to decrease. This leads many to 
believe that with the entrance into the 
market of a number of buyers who have 
been holding back of late, considerably 
more activity should be shown, even if 
prices do not actually advance. 

For the time being, however, price ad- 
vances in leather and leather goods are 
suspect. Investigations are being con- 
ducted by many official and semi-official 
bodies, the net result of which is a good 
deal more exoneration than was origi- 
nally expected. It seems that the largest 
margin of profit is in the manufacturing 
end, that the wholesalers and jobbers are 
being restricted to reasonable profits, and 
that the retailers are even finding diffi- 
culty in passing along the increased costs 
of their goods to the consuming public. 

At the producing end of the leather 
industry, considerable concern is being 
expressed over the question of transpor- 
tation. Both raw materials and finished 
products are finding difficulty in moving, 
and stocks in producers’ hands are 
mounting, in spite of sufficient orders on 
hand. Largely this condition is due to 
the poor weather of the last few weeks, 
but the common complaint of-shortage of 
cars is being uttered by leather men as 
well as others. 

Larger supplies may therefore be rea- 
sonably expected to come on the market 
improving the present situation of ,de- 
layed deliveries and decreasing supplies 
in dealers’ hands. Upper leather is said 
to be especially short for prompt delivery, 
though large stocks are known to be 
waiting shipment. 

With the decline of the foreign demand, 
at least for the time being, and the prob- 
ability of larger supplies of finished prod- 
ucts being shipped out for the trade, it is 
not likely that prices will advance much 
from their present level. 


Paper 
Increased Production 

The shortage of paper, particularly 
news print, and the high prices to which 
it has given rise, has produced its own 
corrective in the stimulation to increased 
output which has been marked of late 
weeks. The larger plants in Canada and 
the United States are constructing addi- 
tions to their producing facilities, capac- 
ity in some cases being increased 50%. 
Several new corporations have been 
formed for the purpose of increasing 
newsprint production, but the effect of 
these will not be felt for some time, at 
least a year. 

The shortage is expected to last for 


_some time longer, possibly over a period 


of years. An indication of expert opinion 
on this matter is given by a contract 
signed by one of the largest New York 
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newspapers with one of the big Canadian 
paper mills, reserving 60% of the plant's 
output for five years, prices to be fixed 
semi-annually. In few cases, however, 
are paper men willing to tie themselves 
dewn for such a long time ahead, as they 
feel that the market is in a peculiarly un- 
certain position. 

Evidences of the severe effects of the 
increasing costs of newsprint on the pub- 
lishing industry are given by the figures 
of small papers that have either gone out 
of existence or amalgamated with others. 
This hardship worked on the small pub- 
lisher is the more noteworthy because of 
the general prosperity of the country, 
which has enabled publishers to get more 
circulation and higher advertising rates. 
One solution that has been suggested, 
and in a limited way is being put into 
practice, is for a number of small buyers 
to form an association of sufficient finan- 
cial strength to be able to buy large lots 
of newsprint, thereby obtaining the benefit 
of lower quotations and lower carrying 
costs. This method is particularly valu- 
able, as there is a wide spread between 
wholesale quotations and those on smaller 
lots. 

Alaska is expected to become an im- 
portant source of pulp supply, as billions 
of feet of pulpwood are available, but 
cannot be used for the present because 
of the restrictions on the cutting of wood 
in the two great reservations of Alaska. 
Legislation is being considered in Con- 
gress which will make it possible to uti- 
lize these resources. Brazil is also said 
to be turning her attention in some meas- 
ure from the rubber industry, which has 
not been very profitable in past years, to 
the cultivation and processing of the 
anhinga plant, which is said to produce 
a very fine variety of white paper. 
Russia, too, is said to be on the verge of 
coming back into the market as a large 
producer of paper, the difficulty there 
being to obtain the machinery. 

Japan’s paper industry has been one of 
the fastest-growing of the island king- 
dom, and exports have increased rela- 
tively faster than production, while im- 
ports have been cut two-thirds since 1913. 
The main hindrance is the high cost of 
ocean transportation to the most favor- 
able markets. 

With all this activity in production, 
prices have tended to become more stable, 
and the runaway market of some months 
ago has practically run its course. Sup- 
ply is still a long way from meeting the 
demand, however, and this condition will 
last for a considerable time to come, it 
is believed. The fundamental factors be- 
hind the increased consumption of paper, 
namely, the prosperity of the country, 
leading to much general consumption, 
and the taxation of business which makes 
it profitable to charge heavy advertising 
appropriations as an operating expense, 
are still affecting the demand and may 
be expected to continue operative for 
some time. 

In the meantime attempts to stabilize 
the situation by legislation continue. Bills 
are pending in Congress to prohibit the 
exportation of wood pulp and print paper 
for one year, which would undoubtedly 
do something to relieve the situation, al- 
though the major part of the demand is 
domestic. To get after the home con- 
sumption of print paper a bill now pend- 
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ing would limit the number of pages of 
newspapers and magazines entitled to 
second-class mailing privileges, a measure 
which would affect most particularly the 
larger publications which are the largest 
consumers of paper. 

The operations of economic law, ap- 
parently, are solving the problem of news- 
print production and consumption more 
effectively than legislation, however, and 
the new supplies that will sooner or later 
come into the market may be expected 
to prevent the price from rising to in- 
accessible levels. At the very least, the 
knowledge that this new production is to 
be expected will cut down speculative 
buying. 


Silver 
Falls as Exchange Rises 


With the improvement in exchange has 
come a marked decline in the price of 
silver in London and a smaller decline in 
New York. Supplies are not very large 
in either center, and a certain amount of 
speculation has made its appearance. In 
China and India the buying movement 
does not seem to be over as yet, especially 
as in the latter country the import duty 
on silver has recently been recalled. 


Currency conditions in the eastern 
countries still necessitate the use of large 
quantities of silver, but importatiens are 
not on the large scale that they were last 
year. In western countries the increas- 
ing trade with the East, the issue of 
immense quantities of paper money with- 
out a metallic reserve, and the disappear- 
ance of small change, have caused a 
tremendous potential demand for silver 
to grow up. In view of declining pro- 
duction the outlook is for sustained high 
prices for some time to come, in spite of 
temporary fluctuations largely dependent 
on exchange conditions and the status of 
trade with the Orient. 

The effect of exchange fluctuations 
works out in this manner. When ex- 
change on London rises, importers of 
eastern goods are better able to pay with 
paper than with metallic silver, while 
when exchange drops, eastern exporters 
insist upon payment in silver rather than 
in bills of exchange. A continued im- 
provement in exchange will therefore 
tend to work against high prices for sil- 
ver, though we do not believe it will be 
sufficient for some time to depress prices 
markedly. 





Financial Situation at Chicago 


Optimism Revives Quickly in the West—Business Within 
Chicago Thriving—Money Still Somewhat Tight 
By ROBERT H. MOULTON 


NLIKE the East, the West in the 
last three weeks has changed from 
an attitude of misgiving to relative 
confidence. Applications for March Ist 
financing have strengthened rather than 
weakened the psychological position. 
These are many and of a large total. But 
it is now evident that the land deals were 
generally pyramided, one tract being 
turned over a half dozen times, so that 
in the forthcoming settlement the first 
and last trader will meet and thereby 
eliminate the intervening four in so far 
as the money market is concerned. 
Efforts of the banks to restrict com- 
mercial borrowing have not been very 
successful in the West. There is still a 
great demand for credit from commercial 
interests generally, and no perceptible 
slackening in business has been noted. 
This situation is reflected especially in the 
wholesale dry goods business and in gen- 
eral merchandise lines. All products con- 
tinue in active demand, and up to this 
time at least tere is no contraction in 
the volume of retail business. Efforts to 
bring down the cost of commodities have 
been without avail, and so long as the 
consumer is willing to pay the price 
there is not much hope of substantial 
readjustment. The demand continues to 
exceed the supply in a great many lines. 
The farming communities of the middle 
west are exceptionally prosperous, and 
the tremendous buying demand is indi- 
cated by the sales of mail order houses 
so far this year. February sales of the 
leading mail order concerns were by far 
the largest on record. While money is 


tight and rates high compared with a few 
months ago, the fact that buyers generally 
are provided with cash shows that the 
general conditions are sound. 

Building operations are going ahead 
rapidly and great expansion is planned in 
all classes of public and private build- 
ings. As a result of action on the part of 
the city council buildings committee a few 
days ago, the limit of height of buildings 
in Chicago will be restored to 260 feet 
from 200 feet, and this is another factor 
that will undoubtedly increase construc- 
tion and add to the present strong de- 
mand for all kinds of materials and 
supplies. 

A stimulating factor is the increased 
buying of all kinds of supplies by the 
railroads. This buying has hardly begun, 
and is expected to continue over many 
months. Steel and iron companies, even 
without the railroads buying, are finding 
it difficult to keep up with their orders 
as it is. 

Effects of Drop in Canadian Exchange 


That was not an ill wind which blew 
Canadian exchange to a discount of 15 to 
17 per cent in the last few weeks, for it 
blew good to at least one quarter—the 
golden seat of the American investor. 
To carry the proverbial figure a little 
further, a bondbuying opportunity which 
has dropped into the lap of that investor 
as a result of the international money 
situation is much in the nature of a wind- 
fall. 

An issue of $5,000,000 five-year 5% per 
cent bonds of the province of Ontario 
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will be placed on sale in this market next 
week (March 8) at 93.75, at which price 
they yield 7 per cent. This is an excep- 
tional return on a gilt-edged investment. 
In normal ‘times Canadian municipals of 
this class sell here on a 5 per cent basis. 
That they can be offered now at 7 per 
cent is due only to the fact that the 
premium on the American dollar, which 
was around 15 per cent when they were 
bought, made possible their purchase at a 
very low figure, and a large part of the 
benefit has been passed along to the in- 
vestor. The bonds are being distributed 
by the Continental & Commercial Trust 
& Savings bank, the Harris Trust & Sav- 
ings bank and Halsey, Stuart & Co. 

The only offering of Ontario bonds ever 
made that approached this one in attrac- 
tiveness was an issue of about a year or 
so ago, which was put out on a 6.10 per 
cent basis. But the exchange rate at that 
time was around 5 per cent. These bonds 
rank with American municipals, so far 
as security is concerned, the latter en- 
joying, in a comparison only, the advan- 
tage of tax exemption features. The 
Canadian in yield are considerably ahead 
of the highest-class American corpora- 
tion bonds. 

The bond market is’ more sluggish at 
present than at any time since 1914 
Fewer new securities of the first grade 
are being offered than for many months 
and the demand from investors is narrow 
and the general market is thin. Strength 
in railroad securities, particularly junior 
issues, is the most encouraging feature. 

Locally, the most interesting offering 
was made by A. B. Leach & Co. and their 
associates in an issue of $2,400,000 three- 
year 6 per cent secured gold notes of the 
Cincinnati Gas and Electric Company, due 
December 1, 1922. The history of the 
company which is a subsidiary of the 
Columbia Gas and Electric Company is 
long and successful. Dividends have been 
paid at the rate of not less than 4 per 
cent continuously for over sixty-six years. 
The present rate is 5 per cent and has 
been in force since 1910. There are few 
companies whose dividend record is 
longer. The market value of the com- 
pany’s stock at present prices is in ex- 
cess of $25,000,000. Aside from being a 
direct obligation of the company the notes 
are secured by deposit of $3,000,000 of 
the company’s first and refunding (now 
first) mortgage 5’s, which in turn are 
secured by a first mortgage on substan- 
tially the entire property of the com- 
pany. The present market value of the 
bonds is about 85, which places them, even 
under present construction, at a value 
considerably in excess of the entire issue 
of notes. 

By-Product Coke Process Introduced 


The by-product coke process is coming 
to Chicago in a large way. The new 
process when installed here, it is estimated 
officially, will enable the Peoples Gas 
Light and Coke Company to purchase its 
gas from the Chicago By-Products Coke 
Company and thereby add $1,250,000 to 
its own net profits. H. B. Rust, the presi- 
dent of the Chicago By-Products Coke 
Company, in his letter to the bankers who 
bought the company’s issue of $13,000,000 
first mortgage 7 per cent serial gold bonds, 
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stated that because of the great economy 
inherent in the Koppers system and the 
additional revenue from by-products of 
the coke plant, gas can be profitably sold 
under the twenty-five-year contract at a 
price materially lower than the cost of 
production existing in Chicago plants. 
The preceeds of the bond sale, it is under- 
stood, are to be used to improve the com- 
pany’s 160 acres of land, located in Chi- 
cago on the drainage canal, and to build 
a plant for the manufacture of coal and 
water gas, and for other corporate 
purposes. 

The Chicago Union Station company, 
which is building Chicago’s $60,000,000 
new west side railroad terminal, is plan- 
ning a rush job of financing. The com- 
pany, all of whose. stock is owned in 
equal proportion by the Chicago, Burling- 
ton and Quincy, the Pennsylvania, the 
Chicago, Milwaukee and St. Paul, and the 
Pittsburgh, Cincinnati and St. Louis rail- 
road companies, is negotiating with a 
syndicate of Chicago and New York 
bankers for the flotation of an issue of 
$10,000,000 bonds. 


The syndicate of bankers which is 
planning to handle the flotation is com- 
posed of the Illinois Trust and Savings 
bank of Chicago, and Kuhn, Loeb & Co., 
the First National bank, the National 
City bank, and Lee, Higginson & Co., all 
of New York. This is the same syndicate 
which offered an issue of $30,000,000 of 
Chicago Union Station bonds in February, 
1916. The present issue will be part of a 
further ultimate offering of $30,000,000 
although only $10,000,000 will be put out 
at the present time. This issue is ex- 
pected to bear 6 per cent interest, but 
neither the price at which the present 
bond issue will be offered nor the term 
of maturity have been decided. The 
Chicago Union Station company has a 
charter which expires on July 3, 1963. 
This accounts for the rather unusual 
maturity of its present outstanding 
$30,000,000 bonds, which fall due July 1, 
1963, having been dated January 1, 1916, 
and offered at par and interest the follow- 
ing month. These bonds bear 4% per 
cent. Thus the charter expiration placed 
a limit on any new bonds, and it is be- 
lieved the proposed issue will be of con- 
siderably shorter maturity. 


The Armour Leather Company will 
start with about 12,000 stockholders. 
These figures tell the story of a wide- 
spread response to the invitation of J. 
Ogden Armour for a larger public partici- 
pation in the interests of the great pack- 
ing-house, which was extended in the 
offering of the securities of the leather 
company on February 10. Returns from 
the subscriptions, the day following the 
closing of the books, showed that appli- 
cations were filed for a total 110,666 blocks 
of Armour Leather stocks, each block 
including seven shares of common at par, 
$15 a share, and one share of preferred, 
par $100, at $95. These subscriptions 
amount in all to $22,133,200. The num- 
ber of subscriptions received was over 
9,000. A preliminary survey shows ap- 
proximately 75 per cent of the Armour 
preferred shareholders exercised their 
subscription privilege, leaving 25 per cent 
of the stock for the public. 






































































































The manner in which banks regard this 
offering may be judged from the case of 
one woman owner of 50 shares of Armour 
preferred, owners of such stock being re- 
quired to pay for their leather subscrip- 
tions in full, and money conditions are 
not favorable to such operations, espe- 
cially by small holders. She asked the 
opinion of her banker and was advised to 
take up the stock. She said she had not 
the money required—$2,000—whereupon 
the banker offered to finance the sub- 
scription and carry the stock for her on 
a deposit of $350. This is an extremely 
small margin for a bank loan, and in the 
case of an unseasoned security almost un- 
precedented. 

Interest is again beginning to center 
upon Armour preferred on the Chicago 
Stock Market, and it is reported from 
reliable sources that another’ segregation 
of Armour subsidiaries is soon to take 
place through which the holders of the 
preferred stock will be substantially 
benefited. Buying of the stock began 
again and this week the net gain was 
2%. Prices as high as 108 and 109 are 
said not to be out of line considering what 
may come. This is about 10 points above 
the present level. 


Bank Merger Rumored 


The possibility of a merger of two or 
more downtown Chicago banks has been 
reported in financial circles, although 
officials of the banks mentioned stated 
that no definite steps toward consolida- 
tion have been taken. It is understood 
that there has been some tentative dis- 
cussion looking to a union of the Great 
Lakes Trust company and the Union 
Bank of Chicago, also of the Great 
Lakes Trust and the Standard Trust and 
Savings bank. If a merger of any two 
or all of these banks should be effected 
eventually, it was suggested as a possi- 
bility that the Chicago Trust company 
and the Century Trust and Savings bank 
might also join the consolidation. 

Chicago banks in their published re- 
ports on March 3, showing their condi- 
tion on February 28, 1920, showed a fall- 
ing off in deposits of nearly $27,000,000 
from the high record figures on December 
31, 1919, the date of the previous call for 
a statement of condition. The national 
banks showed a _ decline of about 
$11,000,000 and the state banks a drop of 
about $16,000,000. In contrast with the 
decline in deposits there was an increase 
in loans and discounts of about $85,000,000, 
reflecting a greater stringency of money 
in the west and an increased demand for 
credit. 





FOUR POINTS FOR BOND BUYERS 

The. thoughtful bond investor takes 
four factors into consideration. He gi 
due regard to the safety of his money an 
therefore so that his investmé 


aw 


invests 


may not be impaired at one fell swoop 
by what may happen to a single company 
or class of organization; he takes into 
account the fact that he cannot sell all 
bonds with equal facility; he considers 


a 
i 


the fact that certain conditions work wi 
varying effects on different corporation 
and their securities. 
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Buying and Selling Securities 


Chapter X of the Series “How to Invest” 


HE general question of marketability 
T is of course the meeting of a de- 
mand of a buyer on one hand and 
. seller on the other. If there are more 
uyers than sellers at a given price it is 
natural for the buyers to offer higher 
prices, some being more anxious than 
others to obtain the securities. This re- 
sults in advancing prices. 

Similarly, if there are more sellers than 
buyers, some of the sellers, being more 
anxious than the others, may be will- 

to take less for their securities 
and thus offer the price down, resulting 
in a declining market. Thus rising and 
falling markets may be predicated upon 
the number and eagerness of the buyers 
or sellers without regard to any change 
in the intrinsic merit of the security. It 
would be natural for holders of a security 
to want to sell in case the affairs of a 
corporation should develop an adverse 
trend and any substantial improvement 
may on the other hand stimulate buying. 

There are, however, many other cir- 
cumstances entirely aside from the affairs 
of a corporation which induce buying or 
selling. For example, it has often hap- 
pened that when general investment con- 
ditions are good, and money is plentiful 
awaiting investment, an offering of a se- 
curity made throughout the country by 
a responsible group of bankers and bro- 
kers may result in orders aggregating 
many times the original amount of the 
securities available for sale. Many buy- 
ers may enter an order in the open mar- 
ket to acquire the balance, thus greatly 
adding to the buying orders, generally re- 
sulting in an advanced price. 

On the other hand, some general dis- 
turbance in the business or financial world 
may so thoroughly shake the confidence 
of the public as to induce and compel 
the offering of a large amount of securi- 
ties in the market for sale. Such a de- 
velopment may sharply depress the price 
»f securities. 


Market Movements 

The action of the market price of in- 
estment securities may be similar to that 
f speculative securities, the movements 
p and down synchronizing, but the rises 
nd declines will be sharper in the case 

f speculative issues than in investment 
securities. However, very often the gen- 
ral trend in the market price of invest- 
ment securities may be opposite to that 
»f speculative securities and this is so 
because while a market price of both 
classes of securities is predicated upon 
supply and demand, still the demand and 
supply come from different sources. 

A demand for investment securities re- 
flects accumulated savings of the people. 
It also reflects confidence, caution and 
saneness on the part of the public, for it 
represents the public wisely placing its 
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savings for both safety and income. Ris- 
ing prices in speculative securites, how- 
ever, while reflecting optimism on the part 
of the public, may be representing wild 
gambling fever—a_ speculative craze. 
Most of the great ri es in the speculative 
markets appear to have been greatly ex- 
aggerated, reflecting an over-optimism 
and confidence. 

The financial history of the United 
States shows alternating periods of pros- 
perity and depression and these are dis- 
counted or preceded by the upward and 
downward swings of the security mar- 
kets. It has been found that a major 
panic occurs about once in 20 years and 
a more moderate reaction at the inter- 
vening 10-year period. 

The principal factors that usually 
enter into these upward and downward 
swings may be described as follows: The 
accumulation of capital during a period 
of depression is followed by expansion of 
industry, the investment first in high 
grade securities and then in the poorer 
issues, and the gradual employment of 
labor to a greater extent. Bank loans are 
expanded and reserves diminished. Com- 
modity prices rise, farmers and manu- 
facturers are prosperous. New enter- 
prises of all kinds are begun and more 
and more capital is thus tied up. Real 
estate values are marked up and mort- 
gages increased. In the same way loans 
on a given security are increased in pro- 
portion to its rise in price. 

The period of over-expansion is 
brought to an abrupt close by a sharp 
reaction which may be precipitated by 
any one of a number of causes. The 
wa.te or absorption of available capital 
through investment in unprofitable or 
not immediately remunerative enterprises 
is the fundamental cause of such a crisis. 
Values collapse and money is difficult to 
obtain, interest rates rising to prohibitive 
levels. Capital is proverbially timid and 
the loss of confidence is immediately felt 
in its withdrawal, which takes the form 
of heavy selling of securities and un- 
w..lingne to rchase new corporate 
issues. 

A period of retrenchment follows, 
economies are employed and consump- 
tion cut down. The preceding period of 
prosperity being one as a rule of over- 
production, the supply of goods exceeds 
the demand, men are thrown out of work 
and labor competes with itself to lower 
wages. It is for this reason that the 
labor unions naturally recognize the ad- 
visability. of striking during periods of 
prosperity since at that time the demand 
for labor exceeds the supply, while the 
manufacturer has orders which he has 
contracted to fill and is willing to make 
concessions. A series of strikes, there- 
fore, accompanies the period of greatest 
prosperity. This is, of course, intensified 


4 


by the fact that rising prices necessitate 
During the period of de- 
pression, capital is again slowly accumu- 


higher wages. 


lated and confidence returns. 
Commissions 
In buying investment securities the pur- 
chaser must distinguish between buying 
a new issue of a security owned by a 


banking house, which the latter is offer- 
ing to the public, and the purchase of a 
security in the open market. In the 
former case the investment banking 
house owns the security and does not 
charge a commission to the purchaser for 
buying it. On the other hand if an in- 
vestor would have a broker or banker buy 
a security of his own choice in the open 
market, there is a charge usually of % of 
1 per cent., which amounts to $1.25 on 
$1,000 bond. 

This idea also applies in the case of 
selling a security by an investor. If a 
banking house can be located which 
originally handled the issue and which is 
willing to purchase a security now being 
offered, the price will not require the 
addition of a commission. On the other 
hand, if the investor would have a broker 
or banker sell a security in the open mar- 
ket the usual charge is made of % of 1 
per cent. or $1.25 per $1,000 bond for 
selling. 

In the case of stocks, the buying or 
selling commission depends upon the 
price. For stocks selling at less than $10 
per share a commission of $7.50 per one 
hundred shares is charged, for those sell- 
ing between $10 and $125 the commission 
is $15 per one hundred shares, and for 
those selling at $125 and higher the com- 
mission is $20 per one hundred shares. 
In selling stocks it is necesary to pay a 
Federal transfer tax of 2 cents per $100 
par value, and in New York State an 
additional tax of the same amount is 
levied. hus the total taxes in selling 
one hundred shares of stock of $100 par 
value each in New York State would be 
$4. 

In the case of investment securities, 
such as bonds and notes, the purchaser 
always pays accrued interest Bonds 
carry interest payable every six months, 
and if an investor purchases a bond at 
other than the interest date, naturally the 
previous holder is entitled to the interest 
up to the day the bond is actually trans- 
ferred, while the purchaser is entitled to 
interest from the date of ~urchase. This 
is accomplished by the purchaser paying 
the interest accrued from the last interest 
date up to the date of delivery. He will, 
of course, receive this accrued interest on 
the next interest date, because the coupon 
or interest payment then due will amount 
to more than the proportion of interest 
applicable to the period from the date on 
which the purchase was made to the 
coupon date or interest date. 
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Very eften little pocket editions of in- 
terest tables are distributed by banking 
houses, showing the actual amount of in- 
terest accrued for any number of days at 
any rate interest, making it very simple 
to calculate this item. 

There is one point of interest to the 
investor and banker alike, and that is the 
method of figuring the accrued interest 
in connection with the purchase of a se- 
curity on one date for payment at a later 
date. The usual procedure in purchasing 
securities is for the investor to give the 
order to the banking house or broker and 
in due course a letter confirming the 
transaction will be sent. 

The purchaser should indicate at the 
time of giving the order several impor- 
tant matters. First, whether the security 
is desired in the form of a coupon or 
registered bond, whether the security 
should be forwarded by registered mail 
to the purchaser or to the purchaser’s 
bank, or whether it will be called for or 
should be delivered by hand. In case the 
investor wishes the security delivered by 
registered mail, the banking house will 
forward a bill calculating the interest up 
to the date it may expect to receive a 
check in payment. If several days are 
consumed in the mail, the loss of interest 
may be evenly divided. 

A banking house will not ship the se- 
curities to the purchaser until payment 
has been made. In case investors desire 


the securities delivered to a designated 
bank, the investment banking house will 
forward a security to that bank against 
payment, the bank receiving and paying 


for the security, the accrued interest be- 
ing figured up to the date when payment 
should be received by the seller. There 
is usually a little loss to the investment 
banking house through delay in the re- 
ceipt of payment. 

Preferred stocks are sometimes sold at 
a certain price plus whatever part of the 
dividend has accrued since the last divi- 
dend date. This is not the general prac- 
tise, however, and in the purchase of 
stocks, whether preferred or common, the 
buyer should consider that the price is 
“flat,” that is, includes the dividend. 
Thus in purchasing a 7 per cent. preferred 
stock shortly before the dividend is paid 
the price would be about 1% per cent. 
higher than immediately after payment 
of the dividend. 

Holders of stock are entitled to divi- 
dends if they hold the stock on a certain 
date, which is usually about ten days to 
two weeks before the date upon which 
the dividend is to be paid. If the 
stock is sold after that date and before 
the dividend is actually received, the div- 
idend will nevertheless be received in 
due course, notwithstanding that the se- 
curity has been sold. If on the other 
hand the security is purchased after the 
date thus provided, although prior to the 
actual date of payment of the dividend, 
the purchaser will not be entitled to the 
dividend. When preferred stocks are 
bought on the basis of having accrued 
dividends they are figured in exactly the 
same manner as bonds bearing accrued 
interest. No stocks are traded in on the 
Exchange at a price plus accrued divi- 
dend, all quotations being fiat. 

Partial Payment Plan 
The partial payment plan as applied to 
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the purchase of securities is in principle 
the instalment plan, which is in such 
general use in connection with the pur- 
chase of furniture, pianos and other ar- 
ticles requiring a larger sum of money 
than many people have available. The 
advantages of the partial payment or in- 
stalment plan are too well known to 
dilate upon them herein. 

As applied to securities, the partial 
payment plan enables the investor to ob- 
tain the advantages of ownership imme- 
diately upon the payment of the first in- 
stalment, and continue enjoying any of 
the advantages that may come from the 
ownership of the securities during the 
period the balance of the payments are 
being made. Thus if any appreciation in 
market value of the securities takes place 
the investor paying for the securities 
under the partial payment plan would be 
enabled to take advantage of it. 

Perhaps the particular advantage of the 
partial payment plan to many investors 
is that it encourages saving. It would, 
of course, be possible for the prospective 
investor to set aside the same amount 
that would be required under the partial 
payment plan and accumulate these pay- 
ments in a savings bank until sufficient 
funds were available to pay outright for 
the securities. 

Most of the securities purchased under 
the partial payment plan are in units of 
$1,000 bonds or 10 shares of stock, ag- 
gregating $1,000 par value. It is also 
possible to obtain these securities in 
smaller units, as low as $100 par value, 
and in some cases even smaller amounts. 

On first thought it would seem that 
the investor would prefer to purchase 
outright a $100 bond each month than to 
make ten monthly payments of $100 
under a partial payment plan for the pur- 
chase of a $1,000 bond. Experience 
shows, however, that many persons by 
purchasing a $1,000 bond under the par- 
tial payment plan entailing the obligation 
of paying $100 each month will save and 
pay this amount, whereas under the other 
plan they would lack the motive neces- 
sary to saving and making the purchase. 
Of course, under partial payment plans it 
is often possible to purchase securities on 
much easier payments than used in this 
illustration. 

In purchasing securities under the par- 
tial payment plan the investor does not 
obtain possession of the certificates until 
they have been paid for in full. The first 
payment is usually 10 to 20 per cent of 
the market value of the securities, and 
the balance of the payments are usually 
arranged over a period of one year. 
Upon making the first payment the in- 
vestment bankers or brokers handling 
this type of business purchase the secur- 
ity for the account of the investor, the 
security itself being pledged for the bal- 
ance of the purchase price. The investor 
is charged interest on this unpaid balance 
and at the same time is credited with all 
of the income received from the security 
purchased. Very often the income from 
the security is greater than the interest 
required to be paid on the borrowed 
money. As each instalment is paid, the 
amount owed by the investor is thereby 
reduced. 

It is important that the investor in 
purchasing securities on the instalment 


plan should buy only high grade invest- 
ment securities, not subject to violent 
market fluctuations, as the banker or 
broker handling the transaction invaria- 
bly reserves the right to call upon the in- 
vestor at any time for additional pay- 
ments in case the market value of the se- 
curity should decline to such an extent 
as to impair the margin between the 
amount borrowed on the security and its 
market value. Usually a margin of 10 
or 20 points is required and until the in- 
vestor has made sufficient payments there 
is always some risk from violent fluctua- 
tions. 

In case the investor should not be in a 
position to make additional payments 
when called upon in such an emergency, 
right is reserved to sell the securities in 
the market at the best price obtainable 
and after satisfaction of payment of the 
amount borrowed on the securities the 
balance is returned to the investor. 
There is little danger from this stand- 
point if only sound investment securities 
are purchased through reliable brokers 
and 20 per cent or more is paid on the 
purchase price. 

While there are a number of invest- 
ment bankers and brokers specializing in 
the purchase of securities for investors 
on the partial payment plan, this type of 
business is not handled by the majority 
of investment banking houses. So much 
detail is involved in handling these small 
accounts that it requires especially trained 
organizations for the purpose. The plan 
has been used very widely in connection 
with the sale of the Liberty Loans and, 
therefore, it is to be expected that there 
will be a large increase in the volume of 
investment purchased by the general pub- 
lic under this plan. 

Odd Lots 

Another type of business constituting 
a field in which a number of investment 
banking houses specialize is dealing in 
odd lots. The usual units for dealing in 
bonds are 10 bonds or $10,000 par value, 
and in stocks 100 shares. However, it 
is customary today for all investment 
bankers to sell securities in any units in 
which they are available from one share 
of stock up and from one bond up, The 
denomination of a share of stock may, 
of course, be less than $100, and the par 
value of a bond may be in units of $50 
and up. Purchases, however, of less than 
the standard units are recognized as odd 
lots. 

The particular advantage of odd lots 
is that an investor of moderate means by 
purchasing the smaller units is enabled 
to obtain all the advantages the large in- 
vestors obtain through the diversification 
of the investment, thus purchasing a va- 
riety of securities instead of placing all 
one’s eggs in one basket. This type of 
business has become a great factor in the 
investment and speculative markets, and 
it would seem destined to be of increas- 
ing importance to investors. 


THERE IS NO SAFETY! 

It is often assumed that funds may be 
so invested as to assure absolute safety. 
In fact, there is nothing “absolute” out- 
side of the science of mathematics—every- 
thing is comparative. The element of 
risk is always present, though it may be 
in very small degree. 
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The Work of Inter-racial Council 


An Important Step in the Development of Americanism 
By ALEXANDER J. HEMPHILL 


ry\HE Inter-racial Council was started 

[ as a means of bringing together the 

various racial groups and Americans 

America and of coping with the con- 
jition of unrest among the foreign born 
n industry. To do this effectively it was 

ecessary to have an organization which 

uld include representatives from among 
he various races in America who would 
ticipate in activities looking toward 
the adjustment of the foreign born to their 
new environment in America. One other 
thing mecessary was the enlightenment of 
industries in matters relating to their 
foveign born workers. 

\ survey revealed a decided tendency 
toward greater solidarity among the races 
in America. Every race was drifting 
away from Americanism and was getting 
tovether to strengthen the morale in the 
home country to help win the war. Eng- 
lish classes were deserted; citizenship 
was umsought; interest in work was 
falling off, and, generally, the immigrant 
was straining his eyes across the sea, 
forgetting America. 

There was an important question of 
manpower to consider. Our basic in- 
dustries are dependent in a large measure 
on foreign born workers. What would 
happen in the event of a large exodus of 
foreign born workers? We are witnessing 
that exodus today. 

So a group of men sat down together 
on December 9, 1918, to consider the sit- 
uation. They called in leading men from 
among the races in America. The racial 
people made it clear that if they were to 
participate in a movement to adapt the 
foreign born to America, there must be 
no uplifting, nor patronizing, nor “hand- 
me-downs,” that philanthropy and charity 
and education had been tried and found 
wanting. They were tired of campaigns 
and “drives” of one kind or another that 
left them cold and neglected after the en- 
thusiasts had gone home, or had opened 
up another campaign somewhere else. 
They cordially distrusted the “pressure- 
feed” methods. 

All the racial groups asked for was an 
opportunity to show their Americanism, 
and to be given a real chance to co- 
operate. Foreign language newspapers— 
712 of them to be exact—stated that they 
were desirous of cooperating in every 
way, that given an opportunity and en- 
couragement, they would build up an 
American press in foreign languages, not 
a foreign language press in America. 

To appreciate the importance of this 
offer of cooperating from the foreign lan- 
guage papers, it must be understood that 
the foreign language press is a friend, 
guide, philosopher, information center, 
job-finder and banker for the foreign 
born in this country. 

Just as the Council found out what 
was needed to make this press American, 
so it asked immigrant workmen whom it 
met by thousands through its field staff of 
racial secretaries, “What will sell you 
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Americanism as over against any other 
land or opportunity in the world?” 

The reply was invariably, “Give us a 
chance to work, square treatment on the 
job, and an opportunity to meet Ameri- 
cans. Give us the opportunity to climb 
up.” Never charity or something for 
nothing—always just the bare economic 
chance: They would do the rest. 

The Council invited industries employ- 
ing foreign born to become members and 
cooperate with it by making a plant an- 
alysis and installing the remedies that 
would shut Bolshevism out of the plant 
and blow Americanism into it. It estab- 
lished a plant information service to keep 
foremen on the lookout for the interests 
of immigrant workmen and in that way 
help to lower labor turnover, reduce un- 
rest and make the immigrant feel he was 
being treated fairly. 

Importance of Savings 

American industries soon found that 
they had a lot to learn about their im- 
migrant workmen. They are learning 
now at the rate of a mile a minute under 
the guidance of The Inter-racial Council. 
It is all right to help the immigrant to 
make good on the job in response to 
square treatment, but when he begins to 
save money, what then? Is the loose 
board in the floor, or the cracked teapot, 
or the mattress, all that he is to look for- 
ward to? His savings ought to be earn- 
ing money for him. He knows very little 
about interest and investments and secur- 
ities, and what little he does know he 
probably learned from being exploited and 
paying dearly for the experience. 

The Council has a plan to interest the 
American banks in the immigrant and to 
help him with his savings and transmis- 
sion of money and investments. Every 
man with a property stake that brings him 
in money turns a deaf ear to the agitator 
and propagandist. When he gets his own 
home and garden he thinks twice before 
going back and he begins to see what 
America means to opportunity. 

Then there are the Credit Men of 
America. When they approve of the ca- 
pacity, character and capital of a concern 
it blossoms out; when they withhold their 
approval, the place begins to look seedy. 
What has that to do with the immigrant? 
Only this—that America is short 4,000,000 
immigrant workmen and the plant that 
wastes men in a heavy turnover, in a high 
rate of accidents, in frequent strikes and 
disorders due to bad management, is a 
poor risk. The Inter-racial Council is 
trying to have the Credit Men of Amer- 
ica see that the manpower conditions are 
as important as the material conditions, 
and to take that into consideration in 
making loans and credits. 

There is limitless friction among the 
races, and among the factions of the races, 
due often to causes outside of America. 
The Council is the only organization in 
the world where 32 races and all the fac- 
tions in them will sit down together to 


work out a policy that submerges their 
differences. This is America’s most deli- 
cate task—uniting its many races here that 
are often antagonistic at home—that, and 
making this country understood to the 
foreign born, and the foreign born un- 
derstood to America. 

The Council is not spending time or 
money building branch organizations, or 
attending committee meetings, or trying 
to coordinate miscellaneous activities that 
are merely good ideas or good intentions. 
It has chosen a few highly efficient exist- 
ing main pipelines for Americanism that 
run throughout the whole country—the 
shop, the racial society and its meetings, 
the foreign language press, the moving 
picture theatres, and the banks. 

Always, wherever there is an immigrant 
in any corner of America, these units of 
job, society, newspapers, moving picture 
theatres, and bank, exist—and with a fair- 
ly relative degree of uniform efficiency. 
They always deliver if they accept the 
traffic that makes citizens, that keeps men 
in America because they like it, that in- 
creases production because there is a 
chance to succeed, that promotes peace 
and good will among all people living un- 
der the protection of the American flag. 





SENSATIONAL CIRCULARS 

The wild-cat stock promoter is nothing 
if not an analyst of human nature. His 
experience has taught him that the aver- 
age man’s desire to “get-rich-quick” is up- 
permost in his mind. To these suscepti- 
ble people the highly colored and sen- 
sational circulars and advertisements is- 
sued by these brokers are directed, 

For example: The writer has on hand 
a circular put out by a certain broker 
who it seems is anxious to help somebody 
get rich. He says, “Buy Universal Sil- 
vers. I now make my biggest promise. 
All buyers of Universal under $5 per 
share will make enormous profits.” He 
then goes on to state that on a certain 
Saturday 2,200,000 shares of Universal 
were sold on the Boston Curb in two 
hours, and if trading were to continue for 
five hours, as on a week day, 5,500,000 
shares would have been sold. 

In other words, he appeals to those 
persons whose knowledge of trading is 
limited, and allows them to infer that the 
extreme activity in Universal Silvers 
stamps it as a security in which they can 
safely put their funds. 

This is only one of the very numerous 
samples of this sort of advertising which 
appears in certain daily newspapers. 
When an investor or prospective investor 
reads such an advertisement, let him take 
the statements contained in it with a 
“grain of salt.” A security with merit 
would scarcely need this sort of sensa- 
tional advertising to bring it before the 
public eye. The truth of the old adage, 
“Merit cannot remain unseen,” holds true 
in the Street. 
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HAS THE PUBLIC ANY RIGHTS? 
ALL TOGETHER NOW—NO!!! 


A prominent railway executive writes 
us as follows: 

“We hear a good deal about the rights 
of railroad labor. What about the rights 
of the public? The public has a right to 
prompt transportation at reasonable rates. 
This it cannot have until— 

“Local freight crews resume their pre- 
war practice of arriving at ter- 





A SMART IDEA 


A large public utility concern announces 
in its news bulletin that the commercial 
manager of one of its subsidiaries has 
just perfected an electric spanking device. 
To operate, one places the offender be- 
tween the arms of the chair, presses the 
button, and the activity begins. The de- 
vice was exhibited at a street fair by the 
Fort Smith Light & Traction Company. 


A SORE SUBJECT 


A young man of our acquaintance, whio 
had been trading actively in the volatile 
class of speculative stocks for some time 
past, suffered rather severely in the re- 
cent sharp declines and began to put his 
money into bonds. In order to get a 
wide distribution he bought $100 or 
“baby” bonds. By the time he had ac- 
cumulated 70 or 80 of these bonds, his 
broker began to tell him that 
he was overdoing a good thing, 





minals before the 16-hour law 


catches them. sen 


“Yard switching crews get 
back to handling something like 
the number of cars per day 
they used to. 

“Section men again put ten 
ties per man into the track a 
day, instead of four as at pres- 
ent. 

“Shop employees, now get- 
ting double the wages of four 
years ago, do as much work as 
they did then, instead of a great 





ators 
. a 





deal less.” 

Everybody despised the war 
slacker. What about the industrial slacker? 
x* * * 

THE NEWEST TELEPHONE EXCUSE 
(A Little Story from Real Life) 


Long-Suffering Financial Writer—Op- 
erator, get me Hanover 5180. 

Operator—Bzz-z-z-zz-rrrpp—Hello! 

L. S. F. W—Hello! 

Operator—Line’s been discontinued; 
number hasn’t paid his bills for six 
months. 

(And he’d been calling up J. P. Morgan 
& Co.) 


It was invented by C. C. Lovejoy, whose 
disposition must belie his name. Respect- 
fully referred to the President as a sug- 
gestion for dealing with refractory Sena- 
tors and cabinet members. 

s 2 


A BRIEF CHRONOLOGY 


Feb. 27.—New Jersey passes 314% beer 
law. 

Feb. 28 (early morning).—Great re- 
vival in New York of interest in plans 
for tunnels and bridges across the 
Hudson, 


“Why,” said the broker 
“your finger will get sore clip- 
ping the coupons off all those 
little bonds.” 

“That’s all right,” replied the 
young man, “I had rather have 
sore finger than get sore else- 
where from kicking myself.”— 
D. 

* * * 


BUSINESS NOTE 
DYE INDUSTRY 
It was one of those zero 
mornings, with a _ fifty-mile 
wind. The telegraph boy was 
actually hurrying. As he dashed around 
a corner he came face to face with a win- 
dow in which hung one of those thin, 
gauzy, transparent garments—being a 
bachelor we don’t know exactly what they 
are called—bearing a big sign “DYED.” 
“Died!” he gasped. “I should thought 
she would, if she wore that.” 
* + > 
Overheard in The Friars 
Harry Fox: Isn’t it a shame the way 
stocks go up and down? 
Eugene Howard: Huh! Lucky for 
you they can’t move sideways! 





Adventures of Mr. Wanta Getrich Quick 
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UNITED STATES HAS NO CAUSE TO 
FEAR THE OUTFLOW OF GOLD 

During the present condition of the 
money market the Mechanics & Metals 
National Bank of New York, in its March 
letter, says in part: 

That a country with a trade balance in 
its favor greater than ever before shown 
by.itself or by any other nation should be 
losing gold at a rate never before ap- 
proached in its history is one of the 
strange economic paradoxes of the pres- 
ent day. An analysis of our foreign trade, 
however, removes any mystery. To 
Europe in 1919 we shipped $5,186,000,000 
of goods; from her we received only 
$751,000,000 worth. But to the rest of the 
world aside from Europe we sold $2,736,- 
000,000 and bought $3,154,000,000 worth, 
leaving us an unfavorable balance of 
$418,000,000. With certain qualifications 
it may be said that while we stand ready 
to pay the difference to these countries in 
gold, and while they insist on gold in pay- 
ment, Europe refuses to send us gold, and 
we have been willing to accept, up to the 
present, either long-term or short-term 
credits. 

The two most obvious “solutions” are 
that we should either demand gold from 
European customers or place an embargo 
upon gold exports. The first action would 
produce chaos in European currency and 
business and act as a boomerang upon 
ourselves. The second is a step which, if 
taken at all, should be taken only as a 
last resort. 

What is most important, aside from 
pulling a tight rein upon our credit ex- 
pansion, is that we keep our sense of 
proportion and do not become unduly 
frightened about our outflow of gold. 
Above all, we do not want to take pan- 
icky action and then have the flow of 
gold suddenly reversed through natural 
causes, just as it was between 1914 and 
1915, when many persons were suggest- 
ing that we put an arbitrary stop to the 
export of the metal. In the crisis of 
1914, when the leading nations of Europe 
instituted moratoria and drew on us 
heavily for gold, we met the drain; and 
our bankers have never had cause to 
recret their courage in meeting it. 

The next few yeats will be years of 
test for our currency system, years of 
test for the sound judgment and balance 
and courage of our financial leaders, 
years of test of our ability to stand as 
international bankers. If we can main- 
tain the gold standard through this 
period, if we can stand like oak while 
fellow nations are bending like reeds be- 
fore the gale, we shall immeasurably 
strengthen our prestige. Our courage 
may even prove the deciding factor in 
consolidating our position as the financial 
center of the world. 





ORIGINALITY PAYS 

Investors, like everybody else, labor 
under what may be called “the delusion 
of fixed ideas.” ‘That is, they fail to ex- 
amine each individual security on its 
merits, but roughly apply certain precon- 
ceived notions to-all securities alike. And 
it is precisely this lack of otiginality and 
failure to investigate and discriminate on 
the part of the vast majority, that en- 
ables the investor of active ‘mind and 
sound judgment to realize on his capital. 
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MARKET STATISTICS 


N. Y. Times 
40 Bonds. 


70.84 
70.80 
70.60 
70.77 
70.91 
70.95 
70.95 
71.05 
71.06 
71.14 
71.12 
71.05 


20 Inds. 
Monday, Mar. 1.... 
Tuesday, Mar. 2.... 
Wednesday, Mar. 3.. 
Thursday, Mar. 4.... 
Friday, Mar. 5 

Saturday, Mar. 6.... 
Monday, Mar. 8.... 
Tuesday, Mar. 9.... 
Wednesday, Mar. 10. 
Thursday, Mar. 11. 
Friday, Mar. 12.... 
Saturday, Mar. 13... 


Dow, Jones Avgs. 


N. Y. Times 
7-530 Stocks—~ 
High. Low. 


79,90 * 


20 Rails. 
75.04 
74.83 
74.25 
74.65 
74.51 
74.42 
76.20 
76.88 
78.55 
78.46 
7746 
78.73 


Sales. 
697,667 
467,190 
481,335 
867,100 


1,725,495 
1,427,269 
1,426,108 
1,429,202 
1,081,489 

489,175 


*Corn Products substituted for American Beet Sugar. 








How Libraries Can Aid the Investor 


By T. S. da PONTE 


ss"T’HE Economics Division of the 

New York Public Library” is a 
very staid, prosaic-seeming and owlish 
like title. There you'd expect to find only 
such “book worms” as are interested only 
in the dryest of subjects; but such is not 
the case. In fact, the frequenters of this 
branch are keen business men and women 
who are alive to the valuable informa- 
tion stored there. 

I went there to obtain data for THe 
MAGAZINE OF WALL STREET concerning 
the way in which the average investor 
can be helped by the libraries in obtain- 
ing accurate information concerning se- 
curities, and financial conditions. 

“Did you ever hear the story about 
Russell Sage?” questioned Dr. C. C. 
Williamson, head of the division, to 
whom I made known my quest. “Well, 
Sage, so they say, seldom went anywhere 
near Wall Street. He kept informed on 
market, industrial, and financial condi- 
tions by reading all the up-to-date litera- 
ture on those subjects, and figured his 
strategical money-making moves from the 
facts he gained from such reading matter. 

“Of course, I don’t say he came here 
to this library to obtain the information 
he desired, but we have the same books 
he was accustomed to use, and they are 
absolutely free to the public. Sage could 
afférd to buy them, but much of the 
financial literature to which the library 
subscribes is very expensive, and beyond 
the reach of the pocketbook of the aver- 
age man. 

“There’s a suburbanite with whom I 
travel on the train daily, who works 
along the same lines as Sage,” interposed 
Mr. R. A. Sawyer, assistant chief of the 
department, “but he comes to the library 
to get the information he wants. He has 
made a comfortable fortune, he tells me, 
by keeping in touch with stocks and 
bonds by means of our library service. 
He says he finds it expedient to stay 
away from Wall Street, where his own 
ideas might be»biased by ‘tips’ and the 
excitement of te ups and downs shown 
on the ticker, amd to figure out profitable 
investments from the financial literature 
with which the library supplies him. He 


comes here every day, reads all about 
what’s doing in financial circles, looks 
over the daily charts of business condi- 
tions, investigates the status of the bonds 
and stocks of railroads, industrials, 
municipalities and states, and gets a 
sound idea of which are profitable and 
reasonably stable investments. There are 
hundreds of others who do the same 
thing, as you can see about the same 
crowd of men and women in the depart- 
ment day after day, poring over the 
financial books and pamphlets.” 

Among the periodicals which are fre- 
quently consulted at the New York Pub- 
lic Library is The Review of Economic 
Statistics, published monthly by the Har- 
vard University Committee on Econom- 
ics, and whose latest edition, by the way, 
forecasts a temporary decline in commod- 
ity prices. Its subscription price of $100 
a year puts it beyond the reach of the 
average man in the street. 

The Standard Statistics Company puts 
out a daily service which is most inter- 
esting to investors, and to which the li- 
brary subscribes at a $100 yearly rate. 
It comprises a statement of the standing 
of every prominent corporation in the 
country, given in condensed form, so that 
those who seek the information prepara- 
tory to investment can gain easily all the 
desired information quickly. 

Then there is Poor's Manual of Rail- 
roads; Moody’s Manual of Public Utili- 
ties and Industrials, and Moody's Manual 
of Investments, which gives information 
on bond issues and ratings of bonds and 
stocks. 

The American Library Association has 
published a list of 500 business books, 
many of which give a clear insight into 
the intricacies of investment. It would 
be impossible to enumerate here the in- 
vestment books available at the library, 
but any desired help is cheerfully ren- 
dered by those in charge there. 

While the New York Library is per- 
haps better provided with investment 
helps than any other, it will pay the stu- 
dent in any other city to get in touch 
with libraries there and find out what is 
available. 
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After Filing 
Your 
Tax Report 


you will desire the 
important details 
of your invest- 
ments kept in a 
permanent person- 
al record for fu- 
ture reference. 


Our Stock & 
“Bond Registers 
are invaluable for 
this purpose and, 
upon request, we 
shall be glad to 
mail a copy with- 
out any charge or 
obligation. 


Address Dept. “M” 


Robert C. Mayer & Co. 


lavestment Bankers 


Equitable Bidg. 
New York 


Tel. Rector 6778. 

















_ Answers to Inquiries 


About Varied Securities 











CITY OF TOKYO 5s 
Purchase Justified 

We are still of the opinion that the 
City of Tokyo 5 per cent. bonds, due 
1952, are a good purchase at their present 
market value. The holders of these 
bonds, we understand, are to be paid 
their face value in American gold coin, 
both principle and interest being payable 
at the Yokohama Specie Bank in New 
York. If coupon bonds, they may be pre- 
sented either personally or through 
agents at this institution, or if necessary 
they may be registered in the City of 
Tokyo. 


BELGIAN GOVERNMENT BONDS 

Rank Among Best Foreign Offerings 

Belgian restoration bonds and Belgian 
internal premium 5s we believe to be 
quite safe and a good purchase in view 
of the opportunities for profits offered by 
the present low exchange rates. While 
Belgium is heavily in debt, according to 
present reports, it was the first country 
to resume industrial operations on a large 
scale since the war, and there is practi- 
cally no danger of the country’s going 
into bankruptcy. We believe these bonds 


rank fully as high as the French, Italian — 


or British bonds. 


GERMAN MUNICIPAL BONDS 
Political Situation Uncertain 

In view of the uncertain political con- 
ditions prevailing in Germany we would 
not advise investments in German se- 
curities at this time, either in German 
municipal or Government bonds, or in 
mark exchange. 

Investors who, after sounding the un- 
certainties which surround these German 
securities, still wish to invest in them 
would do well to make their arrange- 
ments through the large New York bank- 
ing or brokerage houses which deal in 
foreign exchange and may therefore be 
able to place credits in Germany for 
American accounts. 

As between German municipals an 
government bonds, we would prefer the 
former, for example the 4% bonds of 
Berlin and Hamburg, especially those 
issued under the new régime. 





CUBA CANE CONV. 7s 
Interest Charges Earned Easily 

Cuba Cane Sugar 10 year convertible 7 
per cent. bonds we believe to be per- 
fectly safe as it has been reported that 
the company would only have to make 
$1 per bag profit to cover the preferred 
stock dividend after paying bond inter- 
est and the company is at present earn- 
ing around $4 to $5 per bag and in its 
leanest period has always succeeded in 
earning more than the preferred dividend. 


Of course the present high prices of su- 
gar may not always continue but even 
with much lower prices interest on these 
bonds would easily be covered. 

The convertible feature of the bonds 
may also prove of value as, should the 
common stock sell above 60 it would be 
profitable to convert the bonds into com- 
mon stock. 





AMERICAN INTERNATIONAL 
Has Made Good Progress 
American International Corporation 
stock at present prices appears to be a 
very attractive purchase. The stock is 


*now fully “paid in,” that is, $100 of cash 


has been turned into the property for 
every share of stock. Besides this cash, 
the stock is protected by other assets of 
a very substantial character. Earnings of 
the company have been entirely satisfac- 
tory since its organization, and the man- 
agement has been conservative in divi- 
dend payments. When conditions in for- 
eign trade become more normal Amer- 
ican International should make an ex- 
tremely good showing, which will prob- 
ably be reflected in the price of the stock. 





TOBACCO PRODUCTS 
Management Warrants Confidence 

The new subsidiaries of the old Tobacco 
Products Corporation, Tobacco Products 
Export Co., etc., are largely in the forma- 
tive stage and the process of development. 
However: the management could hardly 
go in for foreign extension without a 
geod background of belief in its ability 
to see the thing through. For this reason 
Tobacco Products’ new company, to be 
called the American Foreign Trade Cor- 
poration, while still largely a prospect, 
seems to have good possibilities and in 
view of the low price of the shares which 
are selling upon an entirely speculative 
basis, we would say that it might be 
worth while from this angle to take up 
the rights and purchase the stock. 

It seems entirely probable that a good 
market will materialize for this new stock 
and taking into consideration the strong 
sponsorship and previous market history of 
Tobacco Products we should say that for 
a speculation the stock is likely to prove 
attractive. 





CONSOLIDATED GAS 
Has Discounted the Worst 

Consolidated Gas now around 77 we 
believe should be held as the stock is sell- 
ing around the low levels of the year and 
has discounted the adverse factors affect- 
ing this company. The company is ap- 
parently unable to operate profitably un- 
der the 80c gas rate and is at present 
suing for an increase and, if the recent 
decision allowing the Brooklyn Union 
Gas Company an increase is any criterion, 
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we believe Consolidated will shortly 
benefit in like manner. Of course, earn- 
ings of Consolidated at present are very 
poor. 





PACIFIC GAS & ELECTRIC 
Among Best Public Utilities 

Pacific Gas & Electric now around 50 
has declined in sympathy with the gen- 
eral market. The company is one of the 
best of the public utilities in the country 
and has an excellent past record. Public 
sentiment however has been very strong 
in the last year or two against paying in- 
creased fares and rates and public utili- 
ties have suffered as a consequence. The 
stock has substantial intrinsic value and 
the management is good. Earnings in 
1919 according to a recent report ex- 
ceeded those of 1918 by $717,000. This 
refers to the net earnings. The company 
recently asked for an increase in its gas 








INQUIRIES 

In order to maintain and improve the high 
quality of our Personal Service Inquiry Depart- 
ment we have established the following charges: 

By Mail—Three securities or less, $1.00; four 

six securities, $2.00; for each additional three 

curities, $1.00. 

ty Wire—$1.00 for each security. We have 

direct wire, with operator in our offices, and 

res take precedence over mail. A small de- 
posit with us is necessary, against waich wire 
quiries may be charged. 

Inquiries on technical points, etc., are charged 
the same as securities. There is no charge on 
the following: 

1. To Investment Letter subscribers. _ 

2. For inquiries in regard to standing of 
bankers, brokers or investment houses. 

. To subscribers to magazine before Jan. 
24, 1920, until their present subscriptions ¢x- 
pire. 

We do not advise in regard to immediate fluc- 
tuations, mor as to the handling of ulative 
or marginal commitments. Our judgment is 
based on intrinsic values and on the invest- 
ment situation—THE MAGAZINE OF WALL 
STREET. 








rates and its 15 year lease of the Sierra 
& San Francisco Power Co. has just been 
approved. 

All together the outlook is encouraging 
and we believe the stock should rally 
from present levels. 





ST. LOUIS & SAN FRANCISCO 
Earnings Slightly Below 1919 

Frisco is operated under a fixed rental 
which left for the year ended June 30, 
1919, only a small margin over 6% on the 
income bonds. On account of increased 
interest charges and increased corporate 
expenses, the road, in the year to end 
June 30, 1920, will not: show much over 
5% on this issue. The board will be 
obliged to declare whatever is earned 
but the difference between the declaration 
and the full 6% is not cumulative. On 
an operating basis, Frisco’s hypothetical 
income would be sufficient to cover its 
preferred dividends but the roads will 
not begin to operate for their own ac- 
count until September 1, 1920. 





U. S. STEAMSHIP CO. 
Subject to Periodic Rallies 
U. S. Steamship seems to be a promis- 
ing concern and through its new affilia- 
tion with the U. S. Transport Co. stands 
to benefit by the demands on the ship- 
ping industry. The main trouble with 
this stock appears to be that a good deal 
of market exploitation has taken place 
accompanied by rumors that the Duke- 
Whelan interests have bought heavily 
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ERTAIN investments have stood the test of security of 
principal and regularity of interest payments under the 
most adverse circumstances. Among these are the underlying 
mortgage bonds of large and well-managed railroad systems. 


We have prepared a booklet, 
with detailed mortgage maps, 
describing five such bonds—the 
obligations of five of the strongest 
American railroad systems. Each 
company has an uninterrupted 
dividend record of 15 years or 
longer. 

These five railroad bonds, cover- 
ing some of the most important 
mileage in the United States, 
are, in our judgment, intrinsically 





sound securities and at present 
prices offer unusual investment 
opportunities. 





The booklet describing these bonds 
will be sent on request 
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New England Industries 


EW ENGLAND INDUSTRIES for over 100 years have 
represented STABILITY, SECURITY and PROFIT- 
ABLE OPERATION. 

Since 1868 the BROWN COMPANY (formerly Berlin Mills) 
of Berlin, N. H., and Portland, Maine, has grown from a small 
beginning to its present position of the largest manufacturer in 
this country of bleached sulphite fiber, pulp and kraft wrapping 
paper. 

THE BROWN COMPANY SERIES “A” 6% DEBENTURE 
BONDS are a first claim subject only to $3,450,000 existing 
mortgages on assets in excess of $50,000,000 and earnings of 
nearly seven times interest requirements. 

Gross sales in recent years have averaged in excess of 
$23,000,000 annually. 

We recommend these Bonds as a prime industrial investment 
and offer the unsold maturities from November 15, 1920 to 1935 
inclusive at prices to yield about 6.15%. 


Descriptive Circular on Request 
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CUBA CANE 
SUGAR 
CORPORATION 


Ten Year 7% Convertible De- 
bentures due January 
Ist, 1930 


Interest payable January Ist and 
July Ist 


PAMPHLET 
ON REQUEST 


SUTRO BROS. & CO. 


MEMBFkS 
NEW YORE STOc. EXCHANGE 


120 BROADWAY 
NEW YORK 


57 St. Francois Xavier Street 
Montreal 














JAPANESE GOVT. 
BONDS 


Payable in Dollars in N. Y. 
4s due 1931, to yield 10% 
44s due 1925, to yield 114% 

A circular describing the many 
advantages of this bond will be 
mailed on request. 





German City Bonds 
German Industrial Bond 





Foreign Currencies 
and Bonds 





NEWBURGER. 
HENDERSON & LOE3 


Members New York Stock Evchange 
100 BROADWAY 


Foreign Dept. Tei. Rector 7060 


into the company. These rumors have 
never been denied nor substantiated* but 
it is our view that a new control or 
affiliation has entered the company. The 
officers of both U. S. Steamship and U. 
S. Transport companies are practically the 
same and undoubtedly it is a mystery 
why U. S. Steamship sells so low. 
Of course, there may be some facts that 
are not apparent on the surface but this 
stock has a habit of rallying sharply at 
times so that the periodic decline in U. 
S. Steamship should be attributed to 
those mysterious factors referred to. We 
believe that it would be better to hold the 
stock or even average around 3 if pur- 
chased above 4 or 5 





RAND MINES 
Why Our Opinion Changed 

Rand Mines was originally recomended 
by us not so much on acwonnt -f its in- 
vestment qualifications as in the inght of 
a security offering speculative possibilities 
market-wise, with a speculative invest- 
ment back ground. We judged that the 
prestige of this company, its sponsorship 
and method of introduction to this coun- 
try would arouse a good deal of public 
interest, and thought that substantial 
profits might be derived from its purchase. 

Later on more facts came to light and 
were collected in an article on Rand 
Mines appearing in THE MaGazINE oF 
Watt Street for February 21, 1920. In 
this article we tempered our optimism 
regarding the company, explaining that 
ocr changed attitude was based largely 
on the discovery that buyers of the Rand 
Mines American issue did not receive the 
original security nor voting power. In 
our opinion it was unwise to encourage 
our subscribers to participate in what ap- 
parently amounted to “pool” operations. 





OUR NEW TELEGRAPHIC 
SERVICE 


Our telegraphic inquiry service is now 
as perfect as it is possible to make it. 
We have two special wires—a Postal 
and a Western Union—leading from 
their main offices to our inqu de- 
partment. Our telegrams are classed 
“Rush” and receive immediate attention 
from telegraph officials. Five to ten 
minutes from receipt of a telegraphic 
inquiry by us over our special wires, 
the reply is flashing back. This serv- 
ice is free to Investment Letter sub- 
scribers—they, of course, paying tele- 
graph tolls. To others our charge is 
only $1.00 for each issue in regard to 
which inquiry is made. File telegrams 
via Postal or Western Union, marked 
“Rush” for immediate attention. 











Our attitude in this matter was strictly 
impartial—just as we endeavor to be to- 
ward the securities market in general. 
We have no axe to grind, no interest in 
praising or condemning any security 
which, on its own merits, does not seem 
to deserve such a course. If, in our judg- 
ment of any stock issue we find we have 
been unfair, either toward our readers or 
toward the issuing companies, we stand 
ready to reverse our opinion, explaining, 
of course, the reason for that reversal. 





LOW-PRICED MINING STOCKS 
Jerome Verde Appears Promising 
While it is true that a large number 
of mining stocks which have a par value 





EW ENGLAND 

today offers greater 
opportunities than ever 
before to discriminat- 
ing purchasers of safe 
and profitable invest- 
ments. 


Shall we mail you 
our current List 
M.W.357, describ- 
ing seven selected 
New England Pre- 
ferred Stocks? 


Hollister,White & Go. 


Boston Philadelphia 
Springfield Providence 











We Have Orders in 
CASTSTEELSHIP 


CORPORATION 


COMMON : PREFERRED 


Pioneer in Electric Cast 
Steel Ship Construction 
Without Rivets 


Circular AA-9 on request 


SPECIALISTS 
EXSMITH & CO. 


INVESTMENT 
SECURITIES 


52 BROADWAY, NEW YORK, 
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below $10 are in the prospect class, yet 
this is not a general rule, as a number 
of companies like Chino Miami, Magma 
and others have a low par value. 

We have had a number of articles on 
the subject of United Verde Extension, 
and we also believe that Jerome Verde 
selling around 11/16 is a good speculation 
upon the basis that according to our in- 
vestigations the company has very good 
prospects, and all the good points re- 
garding the company’s development have 
not been made public. The handicap is 
the fairly large capitalization of over 
$5,000,000 in $1 shares and the desire of 
those concerned not to arouse too much 
interest in the property at this stage. Of 
course we may be wrong, but if we were 
looking for a mining stock selling low in 
the speculative class but having excellent 
long pull prospects we would have no 
hesitation in selecting Jerome Verde. 


COMMONWEALTH FINANCE CORP. 
Is Now Making Progress 


Although its past record is not alto- 
gether above criticism, owing largely to 
the manner in which its stock was dis- 
tributed to the investing public, we 
understand that the Commonwealth Fi- 
nance Corporation’ is now under a con- 
structive and conservative management 
and what is more to the point is making 
mioney. The company now has a surplus 
well in excess of $500,000 and has been 
able to declare its thirteenth consecutive 
dividend on the preferred stock. 

We’ have no late details of the gross 
business. and current earnings of the 
Commonwealth Credit Co. of Baltimore, 
but we are advised that the company is 
in a highly prosperous condition and that 
its forthcoming report will show the 
largest business done in any year of the 
company’s history. 
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F oreign Exchange 
Rates 


are the lowest ever known 


b sapere opportunity to make 
a highly profitable invest- 

ment in FOREIGN GOV- 
Send Todey for ERNMENT BONDS is before 


Our Newly Com- ° ° 
piled List R-12 you. Seize it now! 


@ishoim & GIAPMAN 


ODD LOTS 
Members New York Stock Exchange 


UNLISTED DEPARTMENT 
71 Broadway New York City 




















ERRATA 


Nore.—Through an error, the low for 
October was given in our last issue as 
5414 instead of 98%. It should also be 
borne in mind that the advances in June 
and October were to some extent due to 
the last two payments of $20 per share, 
made in those months, bringing the total 
amount paid in to $100 per share. 
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Future of the Farm Tractor 


Industry in Canada 


The necessity for increased production in the face of continued 
labor shortage demands labor-saving machinery. There are over 
720,000 farms in Canada. 50% could use a tractor with 60% more 
efficiency. 300,000 tractors needed in Canada alone! 


Our Bulletin 


describes the well-known Chase Tractor Corporation, Limited. 
The “Chase” Tractor has been on the market for vears, and has 
proved a practical success. Directors include Mr. J. .\V. Norcross, 
President Canada Steamships and Director Dominion Steel Cor- 
poration; Mr. R. M. Wolvin, Director Dominion Steel Corpora- 


We Offer 


the 8% Cumulative Preferred Stock at par with 40% Common Stock 
bonus. No mortgage indebtedness. Net a8sets of $877,635 against 
this $750,000 Preferred Stock issue. Dividends payable at par in 
New York. Present exchange premium of 13%% to 14%% reduces 
net cost to 87, increasing yield to 9.60%. 


Ask for this Bulletin. 


(}RAHAM.SANSON A (0 


INVESTMENT BANKERS 


Members Toronto Stock Exchange 
TORONTO, CANADA 




















NTIMATE KNOWLEDGE 

of the needs and habits 
of the people, acquired by 
years of experience and ac- 
tual residence in the coun- 
tries themselves, is essential 
when transacting business 
abroad. 


Our 23 branches in South 
America, 8 offices in Eu- 
rope and direct connections 
throughout the world round 
out a service broad arid com- 
prehensive in every detail. 


“BANK, LIMITED 
New York Agency, 49 Broadway 


Current Stock Offerings 


The salient facts concerning current 
stock offerings. No opinion or rating 
of any kind is attempted, and the object 
is purely to keep the reader informed 
on the more important issues. , 























Convertible 
Gold Notes 
of 1924 


Secured Obligations of 
one of the Great Oil 
Producing,’ Transporting, 
Refining and Distribut- 
ing Corporations of the 
United States. 


Yield at present Market 
Quotations 8.75% 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street New York 














Orpheum Circuit, Inc., 8% Cum, 
Conv. Pref. This concern is a holding 
company for the Orpheum Theatre & 
Realty Co., which in turn controls 
through ownership or lease 45 vaude- 
ville theatres in large cities throughout 
the country, those houses in western 
territory enjoying the leadership in 
their class. The purpose of the stock 
issue is to build a number of new 
theatres in Kansas City, Minneapolis, 
Memphis, Los Angeles, San Francisco 
and in other cities. The interests for- 
merly in control of the theatres will 
continue to direct their operations. 
The value of the various properties has 
been placed at $13,038,000, or about 
$203 per share, of which tangible assets 
make up about $153 a share. Each 
share of preferred is convertible into 
two shares of common which, though 
it has a par value of only $1, is now 
quoted around 31. Earnings last year 
before deduction of taxes were suffi- 
cient to cover the dividend require- 
ments about six times. Offered at par 
by a Boston investment house. 


Rainier Motor Corp. 8% Cum. Pref. 
This corporation was established in 
1916, but the same interests have been 
in business for eighteen years as manu- 
facturers of trucks and were pioneers 
in this line. The Rainier truck is said 
to be one of the best light trucks on 
the market, and the company has an 
active sales organization throughout 
the country and abroad. Foreign busi- 
ness is very large, shipments going to 
practically every country of Europe 
and also to the Dutch East Indies, 
Portuguese East Africa, etc. The for- 
eign demand for 1920 will amount to 
over 2,000 trucks, orders for the latter 
number already having been received. The 
foreign sales are larger than the domes- 
tic, which are estimated at about 
1,500 or over. Net earnings have been 
sufficient during 1918 to meet the new 
dividend payments at the rate of five 
and a half times, while the estimated 
profits for 1920 will run at more than 
double this amount. Net tangible 
assets are $148 per share and quick 
assets about $115 a share. Stock is 
protected by sinking fund, by which 
the entire amount should be retired in 
nine years, and is redeemable at 110. 
Control of the company will pass to 
preferred stockholders in the event of 
two consecutive dividends being passed, 
or in other contingencies. Offered on 
“when issued” basis. 


Chase Tractors Corp., Ltd., 8% Cum. 
Pref. This stock is offered by a Cana- 
dian house at par with a bonus of 40% 
in common stock. Dividends may be 
received in New York funds, protecting 
the holder against the exchange rates. 
The company recently purchased and 
transferred ‘to Canada the business 
formerly conducted at Syracuse, N. Y., 
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Bonds as Safe 
as Our Cities 


Investors should read the 
second edition of our book- 
let “Bonds as safe as our 
Cities.” This booklet de- 
scribes the many advantages 
of Municipal Bonds for the 
conservative investor. 


Interesting tables of 
growth in value of manu- 
factured products and of 
population contained in the 
new edition of this booklet. 


Ask for Booklet S. W. 
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Government and Municipal Bonds 
“Over a Quarter of a Century in 
(This Business” 

14 Wall St., New York 


CHICAGO CINCINNATI 
ST. LOUIS NEW ORLEANS 














8% 
Safety 
Marketability 


The preferred stock of a 
Company 20 years old. 
Dividends are earned 
about five times. Business 
is stable and conservative. 


The Company uncondition 
ally agrees to maintain « 
market for this stock at par 
and dividend. 


Write for Particulars 


H. A. MILLER & CO. 


353 Sth Ave., New York. 
Telephone Murray Hill 6673 
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this giving it the advantage of prefer- 
ential duties on shipments to any part 
of the British Empire. It is also able 
to draw its materials from the United 
States and ship back tractors into this 
country with practically no duty pay- 
ments. The company has constructed 
a modern plant with 60,000 feet floor 
space in Toronto, but is apparently not 
yet operating on a quantity basis, as 
production statistics are not given. 
It is said to be constructing its trac- 
tors of the best materials, at a low 
profit, in order to lay the basis for 
future growth. The machine itself has 
been on the market for some years, 
however. On the basis of an output of 
1,000 tractors’ in 1920, selling at $1,300 
each, profits would cover dividends on 
the preferred about three times. Ap- 
plication will be made to list both 
stocks on the Canadian Exchanges. 
$750,000 preferred is offered at par. 


Rome Wire Co. 7% Cum. Pref. This 


concern is one of the largest manufac- 
turers of copper rods, wire, etc., in the 
country, and has been in business since 
1905. $1,400,000 preferred stock is 
offered at par by a large investment 
house. Net earnings have averaged 
four times the dividend on the new 
stock for the past five years, without 
including the earnings of the Buffalo 
property, amounting to about $100,000 
additional. Ten per cent of net earn- 
ings will be devoted to a sinking fund 
to retire the stock, which is redeemable 
at $110 after April, 1921. 


A. C. Gilbert Co. 8% Cum. Pref. This 


company, which began business in 1910 
as producers of educational toys, have 
because of war-time conditions become 
the largest toy producers in this coun- 
try and possibly in the world, gross 
sales amounting to $1,700,000 in 1919. 
Some of its products, such as the 
“Erector” steel construction toy outfit, 
the “Polar Cub” electric fan, etc., have 
been popularized through extensive ad- 
-vertising campaigns. In fact, the com- 
pany now has orders on its books for 
500,000 fans, and it is thought that the 
profits from this business alone would 
more than meet the dividend and sink- 
ing fund requirements on the new 
$400,000 preferred. Excluding good- 
will values, which should be large, net 
quick assets after completion of pres- 
ent financing .will equal $180 per share 
and total net assets $235 per share 
of preferred stock. The company will 
retire 5% of the outstanding stock each 
year, stock being callable as a whole or} 
in part at $115. 

United Hosiery Mills Corp. 7% Cum. 
Pref. The company has had a steady 
growth for fifteen years, its sales in- 
creasing from $132,000 to $7,000,000. As- 
sets per share run remarkably high, av- 
eraging $476 for net tangible assets and 
$338 for net current assets. Earnings 
during the past ten years were at the rate 
of $239,924, or three and a half times 
the preferred dividend requirements, 
and for 1919 dividends were earned 
nine times over. The issue is pro- 
tected by the usual sinking fund and 


other provisions. $1,000,000 stock is. 


offered at 97 to yield 7.22%. 
for MARCH 20, 1920 
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We Own and Offer, 
Subject to Prior Sale, 


$200,000 
6% First Mortgage Gold Bonds 
secured by the 14-story 


Reliance Building 


and 170 year leasehold estate, Southwest corner 
State and Washington streets—the second great- 
est shopping intersection in Chicago. 

All bonds are personally aranteed by Albert 
Pick, president of Albert Pick & Company, the 
largest Hotel Supply dealers in the world. 
Exceptionally large annual prepayments are to 
be made to reduce this mortgage. 

The net income on this building is sufficient te 
give a surplus of over $30,000 annually, after 
deducting all expenses, interest and prepayments. 


Denominations: $1,000, $500 & $100 
Maturing in two to ten years. 


The building will be under our exclusive man- 
agement during the term of this loan. Inter- 
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" est and mortgage reduction payments will be 
Reliance Building anticipated by monthly deposits ahead of all 


-one of the we other charges. 
Sings cet m Ba Send for Descriptive Circular 99 


OOL REALTY O 
GS niEmD |, 
STATE-LAKE BUILDIN 


ONE NINETY NORTH STATE STREET CHICAGO TELEPHONES: RANDOLPH 3900 














Munds, Rogers & Stackpole 


Stocks 
Bonds 
Cotton 
Grain 








Members 


N. Y. Stock Exchange N. Y. Cotton Exchange 
Chicago Board of Trade 


25 Broad Street - : - - New York 
Uptown Office, 16 Vanderbilt Avenue 

















Penick & Ford, Ltd., 7% Cum. Pref, 
Penick. & Ford, said to be the largest 
canners of molasses products, and the 
Douglas Company, starch manufac- 
turers, have consolidated and the 
issue of $4,000,000 new preferred is 
to provide adequate working capital 
and to finance additions to the plants. 
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A Searching Test of Earnings 


Westinghouse 


Air Brake Conditions Favour 


Canadian 








One of the most interesting and 
best indications of the funda- 
mental value of the stock of the 
Westinghouse Air Brake Com- 
pany is the cash and stock divi- 
dend record of the Company for 
the past eleven years—1908 to 
1918 inclusive. This shows an 
annual average of 36.06%, or $18.03 
per share in cash dividends and 
cash equivalent of stock divi- 
dends. 


Details regarding this old estab- 
lished American corporation and 
its present outlook are contained 
in our recent circular H-13, which 
will be mailed upon request. 


A. A. Housman & Co. 


New York Stock Exch. 


The audited value of the properties, 
allowing for the effects of the new 
financing, indicates asset values per 
share of $239, and earnings of the 
combined companies for the past three 
years have averaged seven times the 
amount of the new dividend. The stock 
is offered at 96 and accrued dividend, 
on a “when issued” basis: 

Sunbeam Chemical Co. 7% Cum. 
Part. Pref. This concern makes the 
well-known household dye known as 
“Rit,” over 50,000,000 packages of 
which have been sold through 4,000 
jobbers and 350,000 retailers. The 
company also carries on general pro- 
duction of dyestuffs and _ chemicals, 
and in view of protection from foreign 
imports which domestic manufacturers 
will probably be assured by new laws, 
it seems likely that the company’s 
business will continue to expand. Annual 


Investments 


This is an opportune time 
for United States citizens to 
invest in Canadian ~ securi- 
ties. One reason is, Ex- 
change is very favorable to 
you. 


Other reasons are given in 
the Special United States 
Edition of Investment Items, 
our Monthly Review. 


We shall be happy to send a 
copy to any American busi- 
ness or financial institution 
or private investor —free 
upon, request. Write for 


net earnings during the past two years one. Address: 
are said to have equaled nearly four 
times the new dividend requirements, 
and net tangible assets are given as 
$200 per share. The company agrees 
to maintain net quick assets in excess 
of $110 per share. The stock, which is 
callable at 105, is offered by a Chicago 
house at $100 a share, subscribers re- 
ceiving the privilege of purchasing five 
shares of common stock at $20. 

H. H. Franklin Manufacturing Co. 
(Franklin Automobile Co.) 7% Cum. 
Pref. The company, which produces 
the well-known passenger car, offers 
$1,000,000 of its own stock at par. It 
is stated that earnings for the past five 
years, after deduction of taxes and de- 
preciation, have averaged four times 
the dividend requirements, while 1919 
| earnings are considerably above the 


Liverpool Cotton Ass’n. 
20 Broad Street, New York 


Branch Office—25 West 33d &t., 
New York City. 


Royal Securities 
CORPORATION 
RBimirTrs ©» 

Head Office - MONTREAL 


Toronto Halifax St. John, N.B 
Winnipeg London, Eng. 
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Next to U. S. 


Government Bonds 
Municipal 
Bonds 
Yielding 5% to 6% 


The bonds of our political sub- 
divisions have back of them the 
credit and resources and full tax- 
ing powers of our municipalities 
and constitute the safest form of 
investment. 


average. Descriptive circular and sub- 
scription blanks are obtainable from 
the treasurer of the company at Syra- 
cuse, N. Y. 

_ W. L. Douglas Shoe Co. 7% Pref. 


The hi d d f thi x 
PREFERRED a ine deehtion lear onmiie of 
STOCKS 


its policy of consistent and wide-spread 
advertising. The company is now of- 
fering new preferred stock directly 
to the public at-par. The company’s 
sales last year amounted to about $22,- 
000,000, compared with $8,000,000 in 
1915, and the new stock issue to finance 
the company’s requirements is due to 
this rapid growth. 

Casey-Hudson Co. 8% Cum. Serial 
Pref. This is a Chicago concern doing 
a large business in automatic screw 
machine products. Gross sales were 
$850,000 in 1919 and double this amount 
is expected for 1920. For the four 
years 1916-19 net earnings ran at the 
rate of three and a half times the new 
dividend requirements, but this makes 
no allowance for depreciation. The 
stock is issued in “series,” from A to J, 
depending upon the year of redemption, 
1923-32, $30,000 (one-tenth of the issue) 
being redeemed every year in the period. VMMMLMTTLLLTSTLLLSTTL LAST ASSTLL SSL LSSLLL SSS E SELES d 
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Send for Circular. 


Spitzer, Rorick 


& Company 
Established 1871 
Equitable Bidg., New York 
Toledo Chicago 
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Current Bond Offerings 


Briefly Discussed and Analyzed 








Issue. 

Government and Municipal : 
*Province of Manitoba 10-years 6s 
*Province of Toronto 5-year 5%s 
*Porto Rico Pub. Impr. 4%s 
California Highway 4%s 
City of Portsmouth, Va. Impr. 5%s 
Port of Astoria, Ore. Impr. 5s 
Salt Lake “County, Utah Road 5s 

Public Utility: 


Feb., 1930 
Mar., 1925 


Offering. Approx. Yield 
Price to Maturity 
92.38 7% 
93.76 7 
1931-1934 97.97@ 98.30 4.7 
1928-1934 —— 96.41 5 


1923 5 
97.47 5.5 
1 


Maturity. 


1932 95. 
1925-1938 98. 99.57 


*Brooklyn Edison Gen. Mtge. Ser. B . Jens po a 


Cincinnati Gas & Elec. 3-year 6s 

*Detroit Edison Conv. Deb. 7s 
Industrial : 

*D. Goff & Sons, Ist Serial 7s 

*D. B. Martin Ist S. F. 6 

Fayette R. Plumb, Inc., Ist 7s 


) Exempt from Federal Income tax, includin 
e = of (c) Exempt from Federal, State and Municipal 


tax to the amount 2%. (c 


and prasye. excepting estate and inheritance taxes. 


Available in $1,000 an 


legally permitted. 


1930 100 
1920-1930 99.88@103.63 6%@7% (b) 
6.5 (b) 


Jan. 1935- 95 


1921-1930 100 7 (d) 


surtax. (b) Company pays normal income 


axation as to interest 


(d) Available in $500 denomination. (ce) 


100 denominations. (f) Exempt from State and local and from Federal 
normal income tax. | (¢ Without deduction from Federal income tax wu 
(i) Exempt from Manitoba taxes. (k) Tax exempt in Rhode Island. 


to 4% as far as is 








Province of Manitoba, Canada, 10- 
Year 6s. These bonds are a direct 
obligation of the Province and secured 
by tax-levying power on an assessed 
valuation for total property of $680,- 
000,000. The amount of the issue is 
$2,498,000. While the population of the 
Province is only about 613,000, the 
value of the crops and live-stock raised 
in 1915 (latest available figures) 
amounted to $621,000,000, and the value 
of manufactured products in 1915 was 
about $61,594,000. The bonds are legal 
investments for savings banks and trust 
funds in the states of Connecticut, 
Ohio, New Hampshire and Vermont. 
They are not, of course, exempt from 
federal taxation either in Canada or 
the United States, but with a yield of 
7% afford an attractive investment for 
institutions. 

Province of Ontario, Canada, 5-Year 
514s. These bonds, with the same yield 
as those described above, seem some- 
what more attractive because of the 
larger population and resources of the 
Province of Ontario. The interest and 
principal of both bonds are of course 
payable in American funds, so that the 
question of the rate of exchange is not 
involved. The Province of Ontario 
already has a net bonded debt of nearly 
$92,000,000, but as the assets of the 
provincial government are estimated at 
over $600,000,000 (including railway 
and electric properties) and the as- 
sessed value of property within the 
jprovince amounts to about $2,000,000,- 
000, the present $5,000,000 issue seems 
to be well secured. It is undoubtedly 
true that the entire governmnt and 
municipal bonded debt in Canada runs 
very high per capita, but this is offset 
by the fact of the country’s immense 
resources and continuous growth and 
development. Canada’s general credit 
standing is indicated by the relatively 
small depreciation of its exchange, as 
compared with the decline in European 
exchange rate. 

Porto Rico Public Improvement 4%s. 
These bonds are tax exempt to the 
same extent as are Liberty Loan 3%s 


for MARCH 20, 1920 


and 3%s, and with a high yield in their 
class are attractive for individuals or 
institutions interested in the tax- 
exemption feature. They have been 
issued on the basis of authority granted 
by Act of Congress and the Legisla- 
tive Assembly of Porto Rico, and their 
legality has been approved by the At- 
torney-General of the United States. 
They are also acceptable to the Treas- 
ury Department as security for public 
deposits and for postal savings funds 
on a 100% basis. A special tax has 
-been provided to provide for retirement 
of the bonds through sinking fund. 

Brooklyn Edison Co. Gen. Mortgage 
Series B 6s. This company and its pre- 
decessors have supplied electric light 
and power to the City of Brooklyn for 
the past thirty-five years, and at pres- 
ent it serves a population of 1,600,000. 
The new issue is junior to about $12,- 
000,000 underlying bonds, and senior to 
$1,693,000 debentures and $17,306,000 
stock. Dividends at the rate of 8% 
have been paid on the stock since 1904, 
and during the past five years the com- 
pany has earned the interest on the 
entire funded debt three and three- 
quarter times. Unlike the gas and 
traction utilities, many electric com- 
panies such as Brooklyn Edison have 
been able to meet the increase in ex- 
penses and maintain their net income; 
in fact, Brooklyn Edison's net for 1919 
showed an increase of $660,000 over 
1918. With a yield of 7% thé bonds 
are undoubtedly among the most at- 
tractive of new utility issues. 

Detroit Edison Co. Ten-Year Conv. 
Deb. 7s. This progressive concern fur- 
nishes light and power not only to the 
rapidly growing city of Detroit but to 
a large number of cities and villages in 
the vicinity, the total population served 
being in the neighborhood of 1,000,000. 
Since 1903 the company’s earnings have 
steadily expanded from $533,000 to 
$16,498,000. There are the present time 
outstanding $4,813,000 convertibles, in 
addition to the $5,503,000 new issue. 
About $11,600,000 previously outstand- 
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476 Communities 


in 
Fifteen States 
are now served by 


Middle West Utilities Co. 
Through Its Subsidiaries 


Of this number 465 communi- 
ties are furnished with electric 
light and power, 47 with gas, 28 
with water, 47 with ike, 18 with 
heat. 


Other interesting information 
on this company is contained in 
a booklet by Mr. Martin J. Insull, 
Vice-President of the company, 
entitled “The Passing of the 
Small Town Plant.” Sent upon 
request. 


Ask for Booklet M. G.-325 
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An Underlying Bond 




















of an established American 
railroad system can be pur- 
chased at a price to net over 
914 per cent. 


This bond is a first mortgage 
on trackage in the Southwest 
and is guaranteed principal and 
interest by the parent company. 
Investors wishing to take ad- 
vantage of the present price of 
this bond may secure details by 
asking for Letter No. W 121. 


All inquiries promptly answered. 


Herrick & Bennett 


Members N. Y. Stock Exchange 
66 Broadway, New York 


Telephone Rector 9060. 
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Canadian Securities 
At 15% Discount 


¢ ae American dollar buys $1.15 in 


he — be an to send dealers a list 

Sa fe vernment, municipal, 

oablie utility and industrial issues—prin- 

cipal and interest on which are payable 
at par in the United States. 


@ Deducting 15% from the Montreal 
market price of these issues, makes them 
le as bargains. 
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Write at once while this tempo 
exthenge pramian all lien,” 


Greenshields & Co. 


INVESTMENT BANKERS 
17 St. John St., Montreal. 


TORONTO OTTAWA 
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Raritan Refining. Corporation 


7% and Participating 
10-year Gold Bonds 


Security 
Secured by first mortgage on refining 
plant of 1,800,000 barrels capacity. 


Estimated Annual Earnings 


About 90% on par value of outstanding bonds. On December 
12, 1919, a contract was concluded with the Standard Oil 
Company of New Jersey netting the company a profit of 
$160,000 for first six months. 


Yield 


7.18% at present price, with participating dividends, equal to 
20% of net earnings. 


We offer the unsold balance of this issue at 9714 and interest. 


HELLWIG & REUTTER 


Members New York Stock Exchange 
25 Broad Street, New York 
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ing bonds have already been converted 
into stock, the latter selling at the pres- 
ent time in the neighborhood of 105. 
The new bonds do not become con- 
vertible until March, 1922. The com- 
pany earns its interest requirements at 
the present time -nearly four times. 
These bonds, which are similar in many 
respects to the Brooklyn Edison bonds, 
seem slightly more attractive because 
of their convertibility feature, which in 
the past has proven profitable to bond- 
holders. This, however, might be off- 
set by the mortgage security for the 
Brooklyn bonds, 


D. Goff & Sons, Inc., First Mort. 
Serial 7s. Beginning in 1864 as a part- 
nership and operating since 1884 as a 
corporation, this firm is one of the 
oldest worsted concerns in the country 
and still remains under the guidance 
of the original interests. Its dress- 
goods and fabrics are said to be high- 
grade and well known throughout the 
trade, and production at the present 
time is sold for several months ahead. 
The proceeds of the $1,500,000 bonds 
and of $500,000 preferred which is also 
being issued, will be used to pay off 
floating debts and increase the work- 
ing funds. Net quick assets are equiva- 
lent to 140% of the value of the bonds 
(allowing for present financing), and 
earnings during the past three years 
have run at about three times the 
amount of the new interest charges. 


D. B. Martin Co. First Mort. Sinking 
Fund 6s. This company is a consoli- 
dation of a former concern of the same 
name and the General Manufacturing 
Company, together with subsidiary 
corporations, engaged in the packing 
business. The purpose of the bond 
issue is to retire present indebtedness. 





BOND BUYER’S GUIDE 
Arranged by F. M. Van Wicklen 











HIS table includes many of the active 
bonds listed in the New York Stock Ex- 
change. They are classified but not ne- 

cessarily recommended. An endeavor has been 
made to arrange them in the order of desir- 
ability as investments, based upon security 

and inc return. The arrange- 
ment below attempts to balance these two 
factors. This table appears im every other 
issue of this magazine. 
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U. he Gt. Brit. & I. 5%’s, 1929. 
U. K. Gt. Brit. & I. 5%’s, 1937. 
U. K. Gt. Brit. & I. 5%’s, 1922.. 
Paris 6’s, Oct. 15, 1921 
*Anglo-French 5’s, oer, 15, 1920. 
*French Cities 6's, 1934 0 
U. K. Gt. Brit. & I. 5%’s, Nov.1921 96 
Dom. Canada 5%4’s ugust, 1921.. 97 
Dom. Canada 5’s, April 97 
Dom. Canada 5y’ s, 1929 
Dom. Canada 5's, April, 1926.. 

- Canada 5’s, April, 1931 


Railroad Bonds Legal for New York State 
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aSo. Pac. Ref. 4’s, 1955 
At. Coast Line Cons. 4’s, = 


Pennsylvania 
ot = & Q. 
Nor. Pac. P. L. 4's, 1 
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Pu LHUON : = Y. Cent. Ist 3's 's, 1997 
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Safeguarding 
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Your Interests fee ee Bs 
Nor. Pacific Gen. 3 a 
Del. & Hudson igi "Y's, 1943 


Guaranteed 
is the title of a new booklet outlining the Gt. Northern 44's, 1961 Railroad 
distinctive functions of an Investment Second Grede. . Sto Cc Ks 


Bond House and showing the many steps °c if. & Bt. Bout Ret. 494%, b0l4.. 


taken to safeguard the investors’ capital C., M. y med = be Re epee # ° upon the return of the 
and interest. Railroad Bonds Not Legal for New York Toads to private ownership? 


The greater part of our business every — a -—s 


year is with an old established clientele C., Burl. & Q. Joint 4's, 1921..... 94 
: Balt. & Ohio P: L. 3%’s, 1925.... 
which knows and appreciates these facts onion Fes. Conv. “ae 7 
. . . hio 
and continues to give us their patronage. dich. ae Os my 5. Fe ¥." dj. 
s, 
. Sauboerd Air Line Ist 4’s, 1950.. 
This service can be of value to you Col. & So. Ist 4’s, 1929 
New Orl. — vo » 1953 
as well. Ore. Sh. Line Ref. 4’s 1929 
At. Coast Line, L. . N. 
‘nny BR Deb. ry 87 
e ore 4's, 1 
klee “N. T. #° Til. Conte CoStL ENO. Sis, 1963 
Send for boo Balt. & Ohio Ist ~, 1948 64 
aCent. Pac. Ref. 4’s, 1 
* Virginian 53 os 1962 
Ore.-Wash. R. & N. 4's, 1961. 
1995 


. Southern Cais. 3's, 
Kan. City Term. 4’s, 1960.... 
. . . Pere Marquette 5’s, 1956 
I~ COPPORATED Lehigh Va ~ 3 6’s, 1928 100% 
N. Y. Cent., S. Coll. 3%4’s, 1998 59 
115 Broadway 6 State St. Union Pac. ee, 1928 101 


C., Rock I. & P. Gen. 4’s, 1988. 
NEW YORK BOSTON Tilinois Cent. $%4’s, 1934 


Stock Exch. Bidg. 945 Main St, St. L. So. West. Ist 4’s, 1989 
PHILADELPHIA BRIDGEPORT aReading Gen. 4’s, 1997 
Second Grade. 

Ches. & Ohio Conv. 4%’s, 1930.... 
:- ce peee ‘. . 5's, os - 
Me un) Wu UM AML en. - urance ~ 4’s, 1936. . 
(il on Ches. & Ohio Conv. 2,19 46 
So. Pac. Conv. 4’s, 1 
C., Rock I. & P. het = 1934... 
aSo. Pac. Conv. 5’s, 1934 
tCol. & So. Ref. 4%4’s, 1935 
*N. Y. Cent. Conv. 6’s, 1935 

N LAD Cent. of Ga. 6’s, 1929 
I Balt. & Ohio 6’s, 1929 
Kans. C. So. Ref. 5’s, 
West. Md. ist 4’s, 1952 
SECURITY Chic. Gt. West. Ist 4’s, 1959...... 5 

Mo., K. & Texas Ist 4’s, 1990.... 57 
Mo. Pac. Gen. 4’s, 1975 : 
= —y <2 gg 
" estern Pacific 5’s, 1946 
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Besides the security of carefully Western Elec. Ist 5’s, 1922 
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. : Beth, Steel Ext. 5’s, 

located city property, our unquali- "Beth. Steel Ref. 5's, 
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: : Braden Copper 6’s, 1931 
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for booklet M. Manhattan Gas. 4’s, 0 
Consol. Gas Co. N. ¥. 7 
*Amer. Tel. & Tel. Coll. 4’s, 1929. 
*Amer. Tel. & Tel. Conv. 6’s, 1925. 


LAWYERS MORTGAGE C8. AY" Telephone 43 sao 
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RICHARD M. HURD, President. >. tun. Ref” 5's, 1966... 
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Capital and Surplus $9,000,000 West. Union Tel. 4%4’s, 1950 
59 Liberty St., New York Public Serv. C. N. J. 5’s, 1959... 
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OUR current circular 

discussing this sit- 
uation and our booklet 
describing Guaranteed 
Stock sent upon request. 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
61 Broadway New York 


Telephone, Bowling Green 7040. 
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MUNICIPAL BONDS 


Yielding from 4.55% to 
5.25 % 


Exempt from all Federal 
Income Taxes 
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Yield 


Vermillion Co., Ills., Sch, apeyr 
No. 230 5%’'s 4. 


Cleveland, Ohio, 5’s........... 4.60 % 
Youngstown, O., Sch. Pisi. 5's .4.60% 
Lincoln, Neb., Sewer 5’s....... .4.60% 
Superior, Wise., Sch. 5’s....... 4.62% 
Glidden, Towa, Sch. 5’s......... 4.65% 
College View, Neb., Sch. 5's... .4.70% 
Knoxville, Tenn , Refunding 5’s. 4.70% 
Chattanooga, Tenn., 5’s........ 4.70% 
Cleveland Heights, O0., Sch. 5's. 4.75% 
Bayard, Neb., Sch. 5’s......... 5.00% 


Twin Falls Co., Idaho, Sch. Dist. 
No, 1 Fdg. 534'a 
Bushnell, Neb., Funding 6's... .5.25% 
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Write for complete list and descriptions. 


UNION TRUST COMPANY 


INVESTMENT DEPARTMENT 


Madison and Dearborn Streets, 
Chicago, Ill. 
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Underlying 
Railroad Bonds 


URING recent years 
D practically no bonds of 

this type have been 
issued, chiefly for the reason 
that most of the mortgages 
are closed. It is likewise rare 
that bonds of the high-grade 
issues, owing to their wide 
margin of safety, are disposed 
of by investors in this coun- 
try. Low rates of exchange, 
however, are bringing on the 
market, at very attractive 
prices, some of the few bonds 
still held in Europe. We are 
in a position to offer to in- 
vestors from time to time 
very choice underlying rail- 
road bonds. Simply ask us 


to place your name on list No. 
| 


723 to receive offerings. 


Guaranteed 


Terminal Bonds 


SONDS of this type, in ad- 
dition to being secured 
upon valuable real estate 

and terminal properties, 
which ordinarily it would be 
impossible to duplicate, are in 
most cases guaranteed by the 
railroads dependent upon the 
facilities of the terminal com- 
“pany. In these unusual times 
it is possible for the investor 
to purchase high-grade ter- 
minal bonds at very attractive 
prices, both from the stand- 
point of return and promise 
of appreciation in value. If 
you would like to have us 
bring to your attention from 
time to time bonds of this 
type, simply ask us to place 
your name on List No. 724— 
Guaranteed Terminal Bonds. 


= ering Seb 


Members New York and Chicago 
aa Stock Exchanges 


ALBANY  #£BOSTON 




















Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither THE MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 
and trustworthy. Investment commitments should not be made without further 


corroboration.—EnbrrTor. 








RAILROADS 








ATCHISON.—Strong Position Con- 
tinues—If operated for its own ac- 
count during 1919, system would have 
earned $11.10 a share on outstanding 
common stock. Under Federal com- 
pensation the showing for 1919 is esti- 
mated at $11.38 a share, compared 
with $11.09 in 1918, after adjustment 
and lap-over items. V. 25, P. 335. 


BUFFALO, ROCHESTER & 
PITTSBURGH.—Maintains Earnings. 
—Surplus for 1919 after charges and 
appropriations was $1,035,365, equal to 
$6.27 a share earned on the $10,500,000 
capital stock, compared with surplus of 
$1,118,956, or $6.77 a share, earned in 
previous year. V. 25, P. 670. 


CANADIAN PACIFIC.—U 6S. 
Freight Embargo.—An embargo has 
beer placed on further shipments in 
Canadian freight and flat cars to the 
United States, because of the failure 
of American railways to return Cana- 
dian cars during the last four months. 

The Canadian Pacific line alone is 
alleged to have lost 2,800 flat cars to 
American lines, and the Grand Trunk 
Pacific and Canadian National systems 
in proportion. Because of this, there is 
an acute car shortage in western Can- 
ada, particularly affecting lumber ship- 
ments to the prairie regions. V. 25, 
P. 576. 


CANADIAN NATIONAL RYS.— 
Expands.—System expected to become 
most extensive in the world, with total 
mileage of 21,213, as result of accept- 
ance of Canadian Government’s offer 
to nationalize Grand Trunk and Grand 
Trunk Pacific, with combined mileage 
of 7,573. Road has placed a $3,000,000 
order for cars with the Eastern Car Co. 


COLORADO & SOUTHERN.—Do- 
ing Well.—Road’s operating income for 
1919 was 104.2% of standard return, 
compared with 107.3% in 1918. If op- 
erated for own account it would have 
earned, on basis ‘of other income and 
charges as reported for 1918, after elim- 
inating lap-over and offsetting system 
items, $4.22 a share on the $31,000,000 
common, Actual earnings for 1919 un- 
der Federal compensation will be about 
$3.95 a share, based on 1918 other in- 
come and charges. 


ERIE.—Orders New Cars. — Com- 
pany has ordered 48 passenger train 
cars for its suburban service to meet 


natural wear and growth of suburban 
traffic. Contract was made with Stan- 
dard Steel Car Co. and amounts to 
about $1,000,000. New cars will be all 
steel, sufficient to equip 7 complete su- 
burban trains, and will be delivered dur- 
ing spring and summer months.—V. 25, 
P. 670. 


INTERNATIONAL RY. (Buffalo). 
—Reorganization Postponed. — Reor- 
ganization of the company’s finances 
will be held up “until the money market 
eases,” according to Elliott C. McDou- 
gal, chairman of the protective com- 
mittee of the bondholders, who control 
the company’s stock. Between $4,000,- 
000 and $5,000,000 must be raised to pay 
back interest on the bonds and make 
possible the improvements needed. 


KANSAS CITY, MEXICO & ORI- 
ENT RY.—Plans Large Bond Issue.— 
Expects to place bonds and loans to 
the amount of $70,000,000 for purpose 
of bridging 300 miles of gaps in com- 
pany’s lines, the completion of road 
from Kansas City to Pacific Coast and 
the complete rehabilitation of the line. 


LEHIGH VALLEY.—Court Up- 
holds Damage Claims.—The N. J. Court 
of Errors March 1 upheld damages 
amounting to nearly half a million dol- 
lars growing out of a dozen suits 
against the company as the result of 
the Black Tom explosion on July 30, 
1916. Most of the cases were those of 
insurance companies.—V. 25, P. 670. 


LOUISVILLE & NASHVILLE. — 
Losses to Government. — Preliminary 
reports to the I. C. C. show Govern- 
ment lost $4,461,513 in the operation of 
the road in 1918 and 1919, this being the 
difference between the actual net in- 
come and the Government guarantee. 

In 1919 net operating income was 
$10,791,845, lacking $6,518,650 to the 
Government guarantee. However, in 
1918 the.actual net income was $2,057,- 
137 in excess of the guarantee. 

The 1919 gross income was $107,514,- 
965, compared with $101,392,792 in 1918 
and $76,907,387 in 1917.—V. 25, P. 586. 


MINNEAPOLIS & ST. LOUIS— 
Doing Better—Net operating income 
for month of January amounted to 
$269,925, compared with a net deficit 
of $241,265 for the same month in 1919. 
Gross for the month increased from 
$925,822 in 1919 to $1,502,750, or more 
than 62%. 
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M. O. P.—January Record Month.— 
Gross for January, 1920, was $10,495,- 
227, largest for that month in com- 
pany’s history. The figure, however, 
includes “back mail payments for 1919 
and 1918, amounting to about $1,500,- 
000. But even without this amount, 
January earnings would be in excess of 
any previous corresponding period, 
showing an increase of $2,184,595 over 
1919 and $3,124,383 for 1918. January 
net was $1,967,304, or, after adjustment 
for mail payments, $467,304, against a 
deficit of $378,032 in 1919.—V. 25, P. 586. 


NORTHERN PACIFIC. — Shows 
Improvement.—Net for January, 1920, 
was $2,384,480, compared with $1,570,- 
480 for same month last year. If op- 
erated for own account, road would 
have earned $503,457 applicable to divi- 
dends. Monthly proportion of the 7% 
dividend requirement is $1,446,667.— 
V. 25, P. 670. 


PENNSYLVANIA. —Gross Shows 
Increase.—Net for 1919 after rents, 
taxes, interest and other charges was 
$42,868,099, or $4.29 a share earned on 
the $499,265,700 outstanding capital 
stock, compared with $4.41 earned in 
1918. Gross increased $3,765,882 over 
preceding year, but incréase in deduc- 
tions considerably cut down per share 
earnings on stock. During year, num- 
ber of stockholders increased more 
than 10%. About half of them are 
women, and almost 40% of stock is 
held in Pennsylvania. According to 
President Rea, railroad legislation 
should, despite some defects, improve 
the serious conditions surrounding the 
roads and protect the interests of own- 
ers and public alike—vV. 25, P. 506. 


PANHANDLE. — Earnings Main- 
tained.—_Company’s report for the year 
ended Dec. 31, 1919, shows compensa- 
tion under Federal control amounted to 
$11,334,093, the same as in 1918. Net in- 
come, after deduction of rentals, inter- 
est, etc., was $4,993,725, equivalent to 
$5.88 a share ($100 par) on the $84,- 
860,111 common stock, as compared 
with net income of $4,729,979, or $5.59 a 
a earned in preceding years.—V. 25, 


WESTERN PACIFIC. — Record 
January.— Road reported $1,346,500 
gross for January and $444,700 net op- 
erating income. These figures contain 
$72,900 back mail pay which would re- 
duce current transportation results to 
$1,273,600 gross and $371,800 net. Rail- 
road Administration assigns to January 
6.228% as the month’s proper ratio of 
traffic year, based on traffic of Class I 
roads during test period. Application 
of this ratio to company’s January net 
would give $5,970,000 as indicated net 
for 1920. For 1918 company reported 
$436,300 other income, $1,228,900 de- 
ductions, and full dividend rate on pre- 
ferred of $1,650,000. Application of 
these items would give a hypothetical 
net for common of $3,527,400, or at rate 
of $7.43 a share on the 475,000 shares 
outstanding. This result was accom- 
plished in worst month during Federal 
control for roads as a whole.—V. 25, 
P. 376. 
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—this FACT remains: 


In New York, two morning newspapers 
distinctly stand out, head and shoulders 
above all the rest—in ability to produce 
profitable results for high-grade Finan- 
cia] Advertising. 


It is not a coincidence that these two 
newspa maintain the most widely 
known Financia! Pages in this city, and 
that each has a larger circulation than 
the combined circulation of their two 
other contemporaries. 


Your Advertising belongs in the New 
York American, if only for the reason 
that The American is one of two news- 
pers in New York selling you their 
nancial Advertising Columns strictly 
on a business basis. 




















Bremen 
Berlin 
Coblenz 
Cologne 
Dresden 
Frankfort 


German Govt. to 


Hamburg 
Leipzig 
Munich 
Mannheim 
Stuttgart 


Municipal Bonds 
GERMAN CITIES 





Special Prices 
10,000 


1,000,000 
Marks 











GERMAN INDUSTRIAL BONDS 


Prices and Description on Request { — 


3130 
Phone 3131 
3132 


French, Belgian, English, Italian Government Bonds 


Farson, Son & Co. 


Members New York Stock Exchange. 


115 Broadway, New York 



































Ogee pe nee 


5 OT IONE REAR Hye oe 











Foreign Securities 


and 
Foreign Exchange 





American investors and banking institutions can benefit 
now by purchasing European Securities and Ex- 
change, which are obtainable at most attractive prices. 





We specialize in the purchase 
and sale of all foreign state, mu- 
nicipal and industrial securities. 





Josephthal & Co. 


Members New York Stock Exchange 


120 Broadway, New York 
Telephone: Rector 5000 











INDUSTRIALS 


AMERICAN CIGAR.—Eafnings Fali 
Off. Subsidiary’s Deficit—Net for 1919, 
after charges and Federal taxes, was 
$2,175,799, or $15.75 a share earned on 
the $10,000, common, compared with 
$17.18 a share in preceding year. 

Havana Cigar, a subsidiary company, 
reports for the past year a net deficit 
after chargés of $265,442, compared 
with a deficit of $549,469 in the pre- 
ceding year and $447,060 in 1917. These 
figures are exclusive of the company’s 
earnings in subsidiaries. Combined 
earnings show net to Havana Tobacco 
of $945,741, or $2.74 a share, in 1919 
against $629,205, or $1.83 a share, in 
1918. Company has capital stock of 
$29,790,941 common and $4,703,800, of 
$100 par value. 





AMERICAN LOCO.—Good Out- 
look.—Earnings for 1919 were $30.98 a 
share on common. Business during 
second half of year was of low vol- 
ume, according to President Fletcher, 
because of absence of orders from do- 
mestic . railways; orders taken were 
largely for foreign railways and were 
on deferred credit payment basis. Un- 
filled orders on hand December 31 
were $7,862,157, of which 73% was for- 
eign business. Fair volume for new 
locomotives expected in 1920. Return 
of railroad will no doubt benefit all 
equipment companies, and outlook for 
American Loco appears to be bright 
—V. 25, P. 672. 


AMERICAN STEEL FOUNDRIES 
—Income Statement.—Annual surplus 
after charges and Federal taxes was 
$4,210,634, or $7.55 a share on common 
after allowing for 344% preferred divi- 
dends for 6 months.—V. 25, P. 587. 


AMERICAN SUMATRA. — Gains 
Substantially—Earnings for 6 months 
ended February 1, 1920, were $1,453,- 
347 (against $467,572 in corresponding 
1919 period), equal to 10 times full 
year’s dividends on $2,000,000 preferred 
and about 9% on outstanding common 
after deduction of preferred dividends 
—V. 25, P. 625. 


AMERICAN WOOLEN. —- Heavy 
Liquidation of Stock.—Possibility of 
commodity prices falling caused recent 
liquidation and decline of company’s 
stock. Earnings satisfactory, but slight 
prospects of extra dividends——V. 25, 
P. 672. 


ATLANTIC FRUIT.—Earnings In- 
crease.—Gross for 1919 was- $3,191,681 
against $1,940,877 in 1918. Net after 
deduction for administration, deprecia- 
tion and other charges (exclusive of 
taxes) was $2,457,071 against $1,201,290 
in preceding year. Operating profits 
before deducting interest, Federal taxes 
and charges for depreciation and amor- 
tization of inactive assets, amounted to 
$2,853,949.28—V. 25, P. 589. 
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BALDWIN LOCOMOTIVE. — Re- 
ceives Large Orders.— Company has’ 
received more orders since January 1 
than total number of locomotives built 
during previous year. Production now 
at rate of 1,800 to 2,000 locomotives a 
year. This explains recent advance of 
stock, which has good outlook and 
which is described by President Vau- 
a “Onward and Upward.”—V. 25, 
P. 672. 


CENTRAL LEATHER. — Surplus 
Trebled.—Surplus for 1919 after charges 
and estimated Federal taxes was $14,- 
288,481, equal, after preferred dividends, 
to $30.11 a share on common against 
$10.44 in 1918, Largest earnings re- 
ported for third and smallest for first 
quarter of year. Company has curtailed 
export business in 1919, Resumption 
of demand for leather continues. The 
end of the war and Central Leather’s 
strong situation have, according to Presi- 
dent Hoyt, enabled the company to re- 
adjust its property account so as to reflect 
to a conservative extent a portion of the 
enhancement in the pre-war values of its 
timber lands and forest products and to 
eliminate from the property account the 
entire amount af all intangible values. 
—V. 25, P. 338. 


CHANDLER. —Increases Dividend 
Rate—Rate of dividend increased to 
$10 per annum. Operations since Jan- 
uary, 1920, greatly exceeded expecta- 
tions, and business expected to be lar- 
gest in history. Earnings for 1920 esti- 
mated at $51 a share. At current prices 
yield would be about 8%.—V. 25, P. 674. 


CORN PRODUCTS.—Has Record 
Year.— Report of Subsidiary. — Net 
profit for 1919 of National Starch, Corn 
Products’ subsidiary, was $937,493, or 
more than 5 times interest required on 
the $3,320,500 outstanding debenture 5s 
maturing 1930, against $948,292 in pre- 
ceding year. Surplus after charges for 
year was $178,013 compared with $195,- 
811 in 1918. Parent company’s report 
for 1919 was a record breaker. Sur- 
plus income was equal to $23.36 a share 
on common compared with $13.18 in 
1918 and $18.60 in 1917. Earnings on 
common were $66.53 for the 5 years 
ended December 31, 1919, of which only 
$4.50 was paid out in dividends. Total 
bonded debt was $6,250,400, exclusive 
of $5,168,000 National Starch debenture 
5s for which Corn Products is liable as 
guarantor as to principal and interest. 
In 1910 debt was over $12,000,000, re- 
duction having been made possible by 
increase in earnings since war. Ac- 
cording to President Bedford, com- 
pany is in best physical and financial 
condition in history, and there is every 
reason to expect extra disbursements 
on the junior issue—V. 25, P. 509. 


CRUCIBLE STEEL.—May Declare 
Stock Dividend.—Earnings for the last 
quarter of 1919 only about $4, due 
mainly to the steel strike. Earnings 
for entire year estimated at more than 
$31. U. S. Court decision concerning 
illegality of taxing stock dividends may 
lead to a declaration of 25% stock divi- 
dend.—V. 25, P. 674. 
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Foreign Securities 


The greatest activity recently recorded in 
foreign issues has been in the bonds of Ger- 
man Municipalities, a partial list of which 


follows: 


Berlin 
Bremen 
Cologne 
Ceblentz 
Dusseldorf 


Hamburg 4s 


4s Hamburg 4's 
414s | Heidelberg 4s 
4s Koenigsberg 4s 
4s Leipzig 4',s 
4s Leipzig 5s 
Magdeburg 4s 
Munich 4s 





We can supply other Foreign Issues and shall 
be pleased to submit pricés upon application. 


Morton Lachenbruch & Co. 


42 Broad Street, New York 


Chicago 


Detroit 


Philadelphia Pittsburgh 

















Detroit is the recognized automobile center 


of the world—and the market for automo- 


bile stocks. 


PRINCIPAL STOCKS WE DEAL IN 


Continental 
Timken 

Auto Body 
Hall Lamp 
Lincoln Motors 


Ford 

Reo 

Packard 

Federal Truck 

Bower Roller Bearing 


Write or wire for latest markets and information. 


JOEL STOCKARD & CO. 


Investment Bankers 
Main Floor Penobscot Blidg., Detroit 
Members Detroit Stock Exchange 
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GERMAN MUN ICIPAL 


INDUSTRIAL BONDS 


offer now in View of the low rate 
of exchange for Marks, an excep- 
tional opportunity to the 


AMERICAN INVESTOR. 


to acquire safe interest paying 
bonds at -- 1-15th -their normal value. 
The security behind these issues re-~ 


mains first-class, megardidase of politi- 
cal and Internal developments; the 





=>. 








capital invested in these bonds willin- 
crease with —s upward movement of 





Mark exchange. Interest can be collect= 
ed here in Dollars. 


Our Berlin office cables us daily quota~ 
tions and we offer a large line of these 

securities at most reasonable prices in 
Dollars. Descriptive Circular on Request. 


The new TAX LAWS ofthe GERMAN 
REPUBLIC as they affect — 


, . AMERICAN CAPITAL 
‘anvested in German securities, are care~’ 
fully analyzed ina booklet, which we 
will send free on request. : 


von Polenz & Co..Inc 


GO Broadway -~ New York 
— Rector 721-725 
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Constructive Court Decisions. 
A Better Outlook. Reading 
the Wall Street Barometer. 








Discussed in this week's issue of 
THE BACHE REVIEW 


The REVIEW ts issued weekly and 
Copies may be had upon request. 








J. S. Bache & Co. 


ESTABLISHED 1892 
Members New York Stock Exchange 


42 Broadway New York 


B hes and Corr dent 
throughout the United States. 
































You Benefit 


by our. prompt and 
personal attention to 
your inquiries. 


We Specialize 


in New York Curb securi- 
ties. Our experience as- 
sures your complete satis- 
faction. 


Call 
Write 
Telephone 








TLG.EINSTEIN 


& CorrPranN YT 
@ BROAD STREET, NEW YORK 
Telephone: Bread 4515 
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DEERE & CO.—Earnings on Com- 
mon Increase.— Total earnings for 
year ended October 31, 1919, were $6,- 
555,807, a decrease of $1,400,000 from 
1918. Net available for dividends after 
Federal taxes and depletion appropria- 
tions was $5,257,177, or $15.67 a share 
on common compared with $13.32 a 
share in preceding year. Profit and 
loss surplus at end of fiscal year was 
$15,039,769, or $44.84 a share. 


ENDICOTT JOHNSON.—Employ- 
ees to Get Profits—Balance for the 
past year available for dividends 
amounted to $4,955,286. After payment 
of $787,500 preferred and 1,400,000 
common dividends, annual surplus was 
$2,767,786, or $9.54 per share. $2,505,- 
286 of 1919 profits will be distributed 
among employees who were offered 
21,000 shares of common.—V. 25, P. 297. 


FISK RUBBER.—Has Record Year. 
—Earnings for 1919 were approximate- 
ly $4,000,000, or $9 a share on outstand- 
ing common. An initial quarterly divi- 
dend on common was declared, payable 
April 1 to holders of record March 15. 
This places stock on a 12% annual 
basis, or $3 a year on the $25 par 
value stock. Current sales are break- 
ing all records, total for January reach- 
ing $6,800,000, or at annual rate of 
about $80,000,000. Production has been 
increased to 11,000 casings a day, exclu- 
sive of solid tires, tubes or bicycle 
business.—V. 25, P. 589. 


GENERAL MOTORS.—New Shares 
on Exchange.—Earnings Statement.— 
Stock should be aided materially by 
1919 report of du Pont de Nemours 
showing the powder concern has in- 
creased its holdings of General Motors 
common from 27.60 to 30.29% of total 
issue, at an average cost per share of 
about $108.72. Trading in certificates 
representing subdivided old shares be- 
gan on the Stock Exchange recently. 

Net earnings for 1919 estimated at 
$55,569,800, or $37 a share after Fed- 
eral taxes, preferred and debenture 
dividend requirements. After common 
dividends of $12 a share, annual sur- 
plus will be about $37,808,000, or $25 a 
share. Production schedule for 1920 
calls for 612,000 vehicles; output during 
1919 was about 467,000 cars——V. 25, 
P. 674. 


HELME, G. W.—Surplus Grows.— 
Net for 1919 after Federal taxes was 
$1,254,967, or $24.37 a share on com- 
mon after preferred dividends, against 
$19.86 a share in 1918. Preferred divi- 
dends of $280,000 were unchanged from 
those of 1918, and common dividends 
of $560,000 represented an increase of 
$160,000, compared with those of 1918, 
making the 1919 surplus $414,967, 
against $394,702, and the total profit 
and loss surplus as of December 31, 
$2,507,165. 


INT. MERC. MARINE.—To Pay 
Back Dividends—With improvement 
in foreign exchange, the heavy passen- 
ger traffic, company expects to make 
another payment of 5% on the back 
dividends due, which amount to 47%. 








Know 
Men! 


—to sell them 

—to employ them 

—to direct them 
H“Pickea ever lost an order in selling? 


d the wrong man for a posi- 

tion? Found it a problem to direct 

some men successfully? Of course you have! 

Why? Because “you did not know your 
man.” 

No one has given an equally efficient, di- 

rect, simple method of judging 

Mr. Wilson M--Taylor in his new book 


“The Science of Approach” 
in Stock Selling 


The Key to Men’s Minds 


Mr. Taylor classifies the various types of 
men and shows you the best way to quickly 
appraise the minds of men of various types, 
to determine their inclinations, their proc- 
esses of thinking, their basis of judgment 
and decision. 

He tells you why people like you or do not, 
how to handle the procrastinator, to know the 
type of man who thinks and acts slowly, the 
type of man who thinks and acts quickly, 
the type of man who is emotional or non- 
emotional. To know these facts is to know in 
advance the proper way to approach men of 
all types so as to sell them, or to judge 
- so as to employ or direct them success- 
u 

You and a million other men should send 
for Mr. Taylor’s wonderful book and read 
it. He has agreed to send it 


On & Days’ Approval 


We venture to say that after you have 
read it you will not take ten times the price 
for it. (Dozens of America’s leading con- 
cerns ‘are buying them in quantities for their 
sales force.) 

All it requires is a little initiative to deter- 
mine whether or not “The Science of Ap 

roach” will benefit you as greatly as it has 
enefited other men. . and mail the at- 
tached coupon TODA 


meee eee ew ew ew ew Be 
WILSON M. TAYLOR, 

a Weet, By ae Be York City. 

on 

5 mee’ approval—enciaved fm 
I decide not to k * 
tuim It to you within § days and You are 
to return my $2.00 without question. 
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— Recent buying of the stock by the com- 
Ld pany is a point to be considered.— 
V. 25, P. 663. We S at in 


NEW ENGLAND KELLY-SPRINGFIELD.— Demand 
Exceeds Output—Surplus for 1919 aft- 

“ ” er preferred dividends was $9.82 a share DETROI ; 
Down East they beset compared with $7.65 in preceding year 
how to make things; ma- and $11.40 in 1917. Surplus for 1919 
chinery, cotton and woolen after EG of all dividends, includ- MOTOR 
ing ; paid in stock dividends, 
cloth, shoes, paper, watches, was $851,105, or $3.96 a share against 


candy, etc. $3.56, in 1918 and $7.40 in 1917. De- 
Yankee workmen are clever mand for company’s products greatly 
and careful by inheritance. exceeds current production. New 
New Engiand atte has built plant at Cumberland, Md., expected to 
start operations in June and to aid ° 
Continental Motor 


great industries on conserva- output materially. Working capital on 
tive financing. Smaller fac- December 31, 1919, was $11,555,450, or Federal Truck 


about $53 a share. Increase due to sale 


tories grow steadily bigger. of $5,800,000 preferred during 1919. Ford of Canada 


Examples : , 
ROBERTSON PAPER LACKAWANNA STEEL. — In Hupp Motor Car 


SULLIVAN MACHINERY Strong Financial Position.—Net earn- Packard Motor 

MERRIMAC CHEMICAL ings for 1919 only $1.02 a share on 4 

LOWELL BLEACHERY company’s stock. Company, however, Paige Motor 

GREENFIELD TAP & DIE is in strong financial position. Balance 
sheet expected to show a substantial Reo Motor Car 


and any others that you wish. increase in working capital as com- 
y y pared with the end of 1918, when work- 


a ing capital was $24,596,942. More lib- 
Earnest E. Smith & Ce. eral railroad buying of rails and track W. A HAMLIN & COMPANY 
Meme Bock Exchanges private management will unquestion. |f Members Detroit Stock Exchange 


52 Devonshire St., Boston ably help the company, but it is no 1010 Penob t Bldg. 


SALEM SPRINGFIELD longer dependent on railroad buying to 2 
the extent it was in pre-war years, as Detroit 


Jd merchant steel now constitutes princi- 
pal products.—V. 25, P. 510. 


LIGGETT & MYERS. — Decline in 
Surplus.—Surplus for 1919 after charges 


W was $5,929,036, equal, after preferred M 

McGRA dividends, to $20.25 a share on the Canadian 
e $21,496,400 common. This compares 

Tire & Rubber with $30.60 earned on a share in 1918. Investment 


Annual surplus was $913,632 compared ° 
with $3,138,603 in preceding year. Above Service 


Company figures do not include Federal taxes. 
amen ced We thaintain pri- 


wate wire connec- 


7% Preferred at Par $100 LOFT, INC.—Doing Well. — Net ; 
profit for period July-December, 1919, tions with our offices 


Consider These Points: after taxes was $602,168, or 92 cents a in Toronto, Chicago, 
share on 650,000 shares of capital stock Montreal and Vic- 
1, Earnings 3 times preferred of no par value. Net for year ended toria, B. C. 
dividend requirements for December 31 was $1,146,863, or $1.76 a oS 
past 5 years. share. Heavy sales during the winter We invite you to 
months caused increased earnings.— avail yourself of our 
2. Quick assets $138 per V. 25, P. 339. facilities by tele- 
share; net tangible assets —— phoning or tele- 
$193 per share. LOOSE-WILES BISCUIT. —Sur- graphing your or- 
3. A 20% common stock plus Doubled—To Pay Back Divi- ders at our expense. 
bonus to purchasers of ae surplus for 1919, = divi- We are equipped 
dends on and redemption of first pre- : 
preferred. ferred stock, was $1,521,088, or $76.05 so som —_ prompt 
4. Preferred stock subject a-share compared with only $709,172, and elicient service. 
to redemption of 110. or $35.45 a share, in preceding year. The 
balance sheet shows no appreciable 
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ident Hupp, the floating debt of com- 
pany has been greatly reduced and con- Investment Securities 


ditions are quite favorable to consider Established 
ROLAND T MEACHAM payment of back dividends on second 1688 
: preferred, and company will be in a 74 Broadway New York 


Member Cleveland Stock position to discharge the accumulated 
Exchange dividends for 1915 and 1916 before or Head Office, Toronto 


Guardian Building, Cleveland by the end of the current year, the Montreal Chicago Victoria, B.C. 
‘ initial payment on which may be made 
about May 1.—V. 25, P. 662. 
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LORILLARD (P.) CO.—Reports 
Smaller Earnings—Surplus for past 
year, after charges and Federal taxes, 
amounted to $4,991,844, equal to $17.31 
a share on the $24,246,600 common, aft- 
er deduction of preferred dividends. 
This compares with $19.99 per share 
of common in preceding year.—V. 23, 
P. 675. 


N. Y. AIR BRAKE.—Sharp Decline 
in Profit—Net profit for 1919, after 
charges, was $624,289, or $6.24 a share 
earned on the $10,000,000 capital stock, 
compared with $20.52 earned in preced- 
ing year. Decline caused by reduction 
of gross sales for the past year, owing 
to the policy of the Railway Adminis- 
tration to keep all purchases at the 
lowest possible point—V. 25, P. 510. 


PIERCE-ARROW.—Stock in Strong 
Position —Company’s earnings for first 
two months of 1920 justify recent activ- 
ity and strength of stock, and indicate 
that 1920 will be best in company’s 
history. Dividend expected to be re- 
sumed shortly.—V. 25, P. 545. 


RAILWAY STEEL SPRING.—Has 
Large Working Capital—Annual re- 
port very favorable. Company owes 
nothing outside of $554,000 bills paya- 
ble and $1,200,000 Federal taxes. It 
has paid off its bonded debt of more 
than $6,000,000 and has a working cap- 
ital almost equal to the entire outstand- 
ing common. Theoretical book value 
of common exceeds $200 a share. Sur- 
plus for 1919, after all charges, Fed- 
eral taxes and preferred dividends was 
$16.16 a share earned on the $13,300,- 
000 common compared with $18.37 in 
1918. Dividends on common was $1,- 
080,000 against $776,250 in preceding 
year. With substantial orders on books 
ind favorable outlook for all equipment 
companies, results from operations in 
1920 should be very good, according to 
Vice-President Henry.—V. 25, P. 454. 


REPUBLIC IRON & STEEL.— 
Earnings Decline Sharply. — Balance 
for 1919 available for dividends was 
$2,141,196 compared with $7,791,934. 
After payment of $1,750,000 preferred 
and $1,632,687 common dividends, net 
deficit for year was $1,241,491 compared 
with net profit for 1918 of $4,410,474. 
Decline in earnings no doubt caused 
by increasing cost of production, 
strikes, labor inefficiency, transporta- 
tion and other difficulties. Average 
production of iron and steel products 
for 1919 about 30% less than for pre- 
ceding year. However, substantial im- 
provement is being felt as result of 
acquisition of the De Forest Sheet & 
Tin Plate Co. and additions to com- 
pany’s pig iron producing capacity.— 
V. 25, P. 676. 


SLOSS-SHEFFIELD STEEL.—Has 
Bright Prospects.—Net profit for com- 
mon for past year-expected to be about 
$21 a share, of which $6 was result of 
operations and $15 from war contracts 
adjustments. Company now operating 
at 80% of capacity. Operating profits 
for 1920 should therefore show sub- 
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GERMAN MARKS AND BONDS 


The first obligation of a Nation is its Government obligation. We 
offer GERMAN GOVERNMENT 5% BONDS at the unheard of low 
price of $107.50 for each Mk. 10,000. Before America entered into the 
War they cost $2000. In our opinion this extraordinary chance will 
not last long. Our price, therefore, is subject to advance, and out of 
town orders should be telegraphed or telephoned. Our price is net. 


We also recommend the purchase of Marks in the shape of our 
drafts on Berlin or deposit account in our client’s name with our di- 


rect correspondents, the Deutsche Bank and Dresdner Bank, Berlin. 


We make remittances to all parts of Europe in large and small 
amounts at lowest rates. Information and advice in all financial 
matters free. Our Special Circular on Foreign Exchange and Foreign 
Bonds sent on request. 


WOLLENBERGER & CO. 


INVESTMENT BANKERS 
105 Se. La Salle Street 
CHICAGO 
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ESTABLISHED 1828 


Members New York Stock Exchange 
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Indian Refining Co. 
Procter & Gamble Co. 


Columbia Gas & 
Electric Company 


GruenWatch Company 
Rudolph Wurlitzer Co. 


American Wholesale 
Corporation 7% 
Preferred Stock 


Information on request 


Westheimer & Company 
Cincinnati, Ohio Baltimore, Md. 


MEMBERS 
New York Stock Exchange 
Cincinnati Stock Exchange 
Chicago Board of Trade 
Baltimore Stock Exchange 


Specialists in Ohio Securities 
Specialists in Maryland Securities 








R.C.MEeGarGEL & Co. 
27 Pine Street~New York. 





stantial gains. Increase in costs due 
to advanced wages was more than off- 
set by advance in prices. Pig iron is 
selling around $40 a ton against $30 in 
previous year. 


SUPERIOR STEEL.—Earnings De- 
cline—Good Outlook—Net for 1919 
applicable to dividends was $816,726, or 
$7.91 a share, after all charges and 
taxes, compared with $831,504 in 1918. 
Gross sales for 1919 decreased from 
$8,961,862 in 1918 to $7,661,277. Ac- 
cording to President Harrison, demand 
for company’s products is greater than 
ever. This, as well as additions and 
extensions to be completed about July, 
expected to add 25% to present capac- 
ity. Balance sheet shows inventories 
of $1,968,301, or more than double 1918 
inventories. Cash on hand decreased 
to $499,051 from $763,643. Other invest- 
ments increased from $10,846 to $635,- 
092 in 1919. 


TOBACCO PRODUCTS.—Earning 
Decline. — Requirements for Federal 
taxes in 1919 will not exceed $300,000. 
This will be paid on net earnings of 
$2,072,886. After providing for these 
taxes and preferred dividends, the bal- 
ance for common would be $1,212,886, 
equal to $6.83 on 176,000 shares out- 
standing. Company’s net income in 
1918 was $3,276,282. Its taxes amounted 
to $1,313,582. After providing for these 
and also for preferred dividends, bal- 
ance for common was $8.79 a share on 
the 160,000 shares then outstanding. 


UNITED CIGAR.—Net Shows In- 
crease.—Net earnings for 1919 after 
Federal taxes were $4,436.47), or $15.16 
a share on common stock after deduc- 
tion of preferred dividends. Earnings 
in 1918 were $13.59 a share. Company 
paid $316,890 preferred and $2,852,010 
common dividends, making annual sur- 
plus $1,267,579 compared with $1,384,- 
544 in 1918. 

UNITED DRUG.—Earnings In- 
crease.—Total sales for 1919 were $58,- 
338,834 against $51,028,336 in preceding 
year. Surplus after all charges amount- 
ed to $4,275,004, or 14.9% on common 
compared with 12.2% in 1918. 


U. S. STEEL.—Settlement of Suit.— 
Good Outlook.—Final decision in dis- 
solution has been handed down in 
favor of company which is free to 
continue ‘policy of development with- 
out fear of restraint or judicial molest- 
ation. Average annual earnings since 
organization in 1901 were more than 
$25 a share, and as business is going 
forward with new developments, the 
outlook is very bright. Company will 
also inaugurate in April two new steam- 
ship lines, one from Mobile to Rotter- 
dam and the other from Mobile to 
Japan and the Far East. This is taken 
to indicate that it is bent upon going 
after more export business despite the 
fact that it is being deluged with orders 
for domestic account.—V. 25, P. 591. 


WORTHINGTON PUMP. — Pays 
Initial Dividend—Common placed on 
$6 annual basis. Extensive improve- 
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ments of property have been made and’ 
it was deemed advisable to depart from 
past policy of putting earnings over 
preferred dividends into new improve- 
ments and surplus. Improvement in 
physical property and accumulation of 
working capital warranted declaration 
of dividend. At current price, yield is 
about 8%.—V. 25, P. 329. 


PUBLIC UTILITIES 


AMER. TEL. & TEL.—To Increase 
Capital—Company plans to increase 
authorized capitalization from $500,- 
000,000 to $750,000,000. New stock will 
not be offered, but will be used to take 
care of possible conversion of bonds 
into stock, conversion privilege becom- 
ing operative August 1, 1920. Presi- 
dent Thayer expresses confidence that 
increase in rates would be granted the 
company in view of steady advance in 
operating expenses. Company also 
plans to greatly extend long distance 
lines in Mexico.—V. 25, P. 592. 











BELL TELEPHONE OF CAN. 
ADA.—Net Declines Somewhat De- 
spite Increase in Gross.—Balance avail- 
able for dividends was $1,483,116, or 
$8.24 a share on the $18,000,000 out- 
standing common against $1,542,634, or 
$8.57 a share in 1918. Surplus after 
dividends was $43,116 against $102,634 
in preceding year and $533,070 in 1917. 
Gross increased from $12,227,545 in 
1918 to $14,149,120. 


BOSTON “L.”—Deficit for Febru- 
ary.—Company earned $99,727 above 
cost of service in January compared 
with $343,333 in December and $230,- 
770 in November. Due to heavy snow 
removal expenses, company reported 
substantial deficit for February, 1920. 


‘BROOKLYN EDISON. — Offers 
Bonds.—Company will offer $3,000,000 
of the $5,000,000 Series B 6% general 
mortgage gold bonds which mature 
1930. At the offering price of 92% 
they yield more than 10%. Proceeds 
of issue to be used for reimbursing 
company for expenditures made for ex- 
tensions and improvements. Bonds are 
direct obligation of company and se- 
cured by mortgage on all its property 
subject only to $11,996,000 bonds.— 
V. &, PB. Be. 


BROOKLYN UNION GAS.—To 
Charge Higher Rates.—U. S. District 
Court has issued preliminary order per- 
mitting company to charge 97 cents 
per M cubic feet of gas on and after 
March 1, and further directs that on 
April 15 company must deposit addi- 
tional 17 cents—V. 25, P. 677. 


CHICAGO SURFACE LINES.—To 
Improve Service—Company to make a 
study of local conditions with view of 
extensive improvements in service.’ It 
needs about 300 new cars this year, 
costing $15,000, and additional $1,500,- 
000 for extension work. After perma- 
nent rates of fares will be fixed, $5,- 
000,000 new capital will be raised.— 
V. 25, P. 426. 





CHICAGO TELEPHONE. — Seeks 
Rate Increase.—Company has aplied to 
Illinois P. U. Commission for permis- 
sion to increase its guaranteed revenue 
on “party” lines from 5 to 8 cents a 
day. More than 73% of subscribers 
used phones on an average of 8 cents 
worth, but increased guarantee from 
other 17% would increase company’s 
annual revenue almost $1,000,000.—V. 
25, P. 677. 


CONSOLIDATED GAS. — Good 
Outlook.—Rumors that company would 
win its fight for a higher rate than 
80 cents per 1,000 cubic feet of gas, 
based on the recent favorable court 
rulings in similar rate cases and recent 
buyings by strong interests rendered 
the stock one of the features of the 
recent irregular markét. 


DAYTON POWER & LIGHT.— 
Annual Statement.—Based on earnings 
for first 11 months of 1919, net surplus 
for entire year after charges should 
be about $241,368, equivalent to $7.91 
a share on the $3,053,000 outstanding 
common stock. 


HUDSON & MANHATTAN TUBE. 
—Tells Needs of Fare Increase.—Com- 
pany’s credit markedly impaired, so 
that it is impossible to raise money for 
new equipment to -improve service. 
Hence, request for 8-cent fare between 
New York and New Jersey. Passenger 
revenues per car mile increased only 
41% during period 1914-1919, while cost 
of running a car one mile increased 
to 37 cents from 18.21 cents.—V. 235, 
P. 413. 


I. R. T.—Able to Avoid Receiver- 
ship—Company will be able to meet 
the July Ist interest charges on its 5% 
bonds, thus avoiding receivership on 
that date. According to President Hed- 
ley, company could raise about $1,750,- 
000 to pay dividends on Manhattan Ry. 
stock, thereby keeping system intact 
until after middle of year. Bond and 
interest charges will be greater after 
July 1, due to the new lines—V. 25, 
P. 678. 


NEW ENGLAND TELEPHONE.— 
Surplus Grows.—Company’s net income 
for 1919, including Government com- 
pensation of $2,835,125 for supervision, 
control and operation of system during 
5 months in 1918 and 7 months in 1919, 
was $5,424,934 against $5,002,718. Sur- 
plus after dividends was $773,007 com- 
pared with $612,007 in preceding year. 


NORTHERN OHIO ELECTRIC.— 
Earnings Increase.—Net for year ended 
January 31, 1920, after taxes amounted 
to $1,169,122, or $434.811 more than 
1919. Balance after payment of pre- 
ferred dividends was $809,122, or $10.79 
a share on total outstanding common 
of 75,000 shares compared with $374,311 
or $4.99 a share in preceding year. 
Gross for past year was $9,483,718 
against $7,441,612 in 1919. 


PACIFIC GAS & ELECTRIC.—In 
Favorable Position—Balance in 1919 
available for common dividends was 
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ODD LOT 
BUYING AND TRADING 


As the organ of the Odd Lot trade, The Odd Lot Review 
has steadily increased its patronage by 


Giving the results of investigation and analysis 
of securities in the shortest space possible, 


Giving concrete investment suggestions on 
particular securities, 


Warning against stocks and bonds for which 
the outlook seems dangerous and 


Telling its story each week in a readable and 
interesting fashion. 


Investors not only profit from reading The Odd Lot 
Review, but they also enjoy it. 


Its value is big; its price is small. Regular yearly sub- 
scription (52 issues) but $2. Six months’ ‘subscriptions 
(26 issues) $1. 


Cut out and mail the coupon below fo 


THE ODD LOT REVIEW 
61 BROADWAY, NEW YORK 
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334 issues of your paper. 
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$3,340,353, or $5.32 a share, after de- 
duction of all charges, taxes and pre- 
ferred dividends. Cash position of 
company very strong. It had at end of 
1919 $2,027,000 in cash and about $750,- 
000 U. S. Government bonds; it has no 
floating debt or short term obligations 
outstanding except $240,000 unmatured 
notes assumed in connection with ac- 
quisition of Northern California Power. 
Officials have applied for further in- 
crease in gas and electric rates. Charges 
for amortization of capital were nearly 
$4,000,000, or 15% of year’s gross, an 
unusually high figure for a public util- 
ity property.—V. 25, P. 593. 


UNITED GAS & ELECT.—Net In- 
creases.—Total gross of subsidiary 
companies for 1919 amounted to $1,- 
122,471 against $945,041 in 1918; net 
after taxes was $404,853, an increase of 
more than 25% from 1918. 


UNITED LIGHT & RYS.—Net In- 
creases.—Net for 1919 was $2,948,574, 
an increase of $153,263 over 1918. Bal- 
ance available for preferred stock 
amounted to $1,145,049; net annual sur- 
plus after preferred dividends, interest 
and other charges was $540,132 com- 
pared with $474,358 in preceding year. 


MINING NOTES 











ALASKA GOLD.—Reports Loss.— 
Deficit for 1919 was $275,128 compared 
with $110,290 in preceding year and a 
net income of $273,695 in 1917. The 
gross value of metal produced was 
larger than in 1918, but owing to in- 
creased operating expenses, company 
lost considerably.—V. 25, P. 498. 





CARSON HILL GOLD.—Situation 
Improving.—During 1919 company has 
milled 72,387 tons of ore valued at $1,- 
090,148, of which $982,521 was gold. 
Operating expenses were $394,264, leav- 
ing operating profits of $616,139, equal 
to $3.08 a share on common of 200,000 
shares of $1 par value. Stock is listed 
on Boston Exchange. At present com- 
pany produces about 8,000. tons of ore 
a month, averaging a profit of around 
$10 per ton after all charges. 





CHINO COPPER.—Reduces Divi- 
dend Rate—Declared quarterly divi- 
dend- of 37% cents a share, compared 
with 75 cents paid in preceding quarter. 
Reduction due to present general finan- 
cial conditions, the relatively low pro- 
duction (50% basis), the low price of 
copper, and back taxation problems 
which company has to settle. 


GRANBY CONSOLIDATED. — To 
Increase Capital—Company’s capital 
stock to be increased from $20,000,000 
to $25,000,000. Issuance of $2,500,000 
8% debenture bonds also approved. 
With domestic demand growing and 
heavy inquiries from abroad expected 
before long, outlook for copper com- 
panies favorable. 


HOLLINGER GOLD MINES.—To 
Increase Output.—Company is treating 
an average of about 2,300 tons of ore 
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daily, a considerable improvement com- 
pared with 1919, during which year 
development work was confined to 
workings above the 800-foot level, only 
a very. small amount of work being 
done at the latter depth. 


INTERNATIONAL NICKEL.—Ac- 
quires New Interests—Has bought sul- 
phide copper mines at Flin Flon, Mani- 
toba, for $1,000,000. Development work 
expected to involve an expenditure of 
about $10,000,000. The recent advance 
in price and the ever growing demand 
for both nickel and copper will no 
doubt materially aid the company’s 
earning capacity.—V. 25, P. 590. 


JEROME VERDE.—Favorable De- 
velopment.—Main Top ore body, which 
is source of the grofitable ore that has 
been taken out for some months past, 
has been proven to extend 50 feet low- 
er. This ought to increase company’s 
output appreciably and materially aid 
the stock—V. 25, P. 222. 


MAGMA COPPER.—Good Outlook. 
—Like other copper producing com- 
panies, Magma is in line for a most 
prosperous year. Demand from abroad 
unusually heavy. Company has been 
absolutely free from labor troubles, 
and regular daily shipments are being 
made from recent development.—V. 25, 
P. 679. 


MASS. CONSOL. MINING.—Has 
Large Copper Amounts on Hand.— 
Company has sold timber and surface 
rights, involving 600 acres, for approxi- 
mately $25,000, but still reserves the 
right to mine below the surface of the 
property. The property sold lies be- 
tween 4 and 5 miles north of the pres- 
ent workings of Mass. Consolidated 
and is off the so-called mineral be't. 
The mine is still closed down, and 
while it has no definite plans for an 
early resumption of operations the 
property would be reopened should the 
labor situation and metal market per- 
mit. Company has about 1,000,000 Ibs. 
of copper on hand unsold. It has held 
this metal for several months, being in- 
disposed to sell on the current mar- 
ket. It is borrowing some money on 
this copper and is in comparatively 
easy treasury position. 


MOHAWK MINING.—In Good Po- 
sition.—Company holds record for the 
lowest cost producer of the Lake Su- 
perior coppers for 1919, during whicl 
year company produced over 12,850,000 
pounds of copper at 9 cents per pound 
at mine, exclusive of reserve for taxes 
or property charges. Is in a favorable 
sales position, having sold all 1919 cop- 
per, and deliveries over the next few 
months will more than take care of 
production. Company has over $2,- 
000,000 in net quick assets, none of 
which represents copper, which will in- 
crease markedly as receipts for 1919 
sales are being received now. 


McINT\ RE-PORCUPINE MINES. 
—Operating at Full Capacity.—With a 
force of over 350 men and about 












New Issue 


Property: 


Earnings: 
Company. 


$25,000,000. 








at 101 on or before 
accrued interest. 


The following information is summarized from a letter signed by Mr. Charles D. Jones, 
President of the Company: 


The Cincinnati Gas & Electric Company owns the gas and 
electric generating and distributing systems supplying Cincinnati, Ohio, 
and a number of adjacent suburban communities. 
one of the largest and most modern electric generating stations in the 
United States, having a present installed capacity of 60,000 K.W. and 
ultimate capacity of 120,000 K.W. The Company is now installing and 
equipping a third unit of 30,000 K.W., which will give an installed 
ony of 90,000 K.W. 
These notes will be secured by deposit of $3,000,000 of the Com- 
mene 4 First and Refunding (now First) Mortgage 5% Gold Bonds, 
which in turn are secured by a first mortgage on substantially the entire 
properties of the company. 
Income applicable to interest charges is equal to over three and 
one-quarter times the requirements on the total funded debt of the 


54 Wall Street 
New York 


$2,400,000 


The Cincinnati Gas & Electric Co. 


Six Per Cent. Three-Year Secured Gold Notes 
Dated December 1, 1919. 


Redeemable at the option of the Company, as a whole or in part, at any 
time on thirty days’ notice, at 101 


December 1, 


The Company has one of the longest dividend records of any corpora- 
tion in the United States, having paid dividends of not less than 4% per 
cent per annun for over 66 years. The present rate of 5% has been paid 
since 1910. ‘The market value of the stock at present quotations is over 


We offer these notes, when, as and if 
issued, subject to approval of counsel. 


Price 971% and Interest 
YIELDING 7% 





J.& W.Seligman&Co. A.B.Leach&Co., Inc. 


62 Cedar Street 
New York 


Due December 1, 1922. 


on or beforé December 1, 1920, 
1921, and at 100% thereafter, plus 


The company owns 

















machines, the company continues to 
operate at full capacity. Tonnage 
ranges from 500 to 600 tons daily, and 
average daily output is about $6,000 
Current fiscal year, which will end 
June 30, will probably be the most 
productive so far in the company’s 
history. 


PHELPS-DODGE COPPER.—Pro- 
duction Falling Off—Company pro- 
duced 7,585,500 Ibs. of copper in Febru- 
ary against 7,962,000 in January. Dur- 
ing corresponding months of 1918,.pro- 
duction for months of January and 
February was 11,878,733 and 9,185,000, 
respectively. Company was incorpo- 
rated in 1855 and has outstanding capi- 
tal of $45,000,000. In 1918, company 
earned about 30% on stock, which 1s 
on a 10% annual dividend basis. 


for MARCH 20, 1920 


SILVER KING OF ARIZ.—Par 
Changed to $5.—Stockholders having 
voted at recent annual meeting to change 
par value of shares from $1 to $5, hold- 
ers are notified to send their stock to 
Security Transfer & Registrar Co. 66 
Broadway, N. Y., in exchange for new 
certificates of $5 par, on or before April 
12, 1920. Management reports crosscut 
from new shaft to old workings ad- 
vanced 46 ft. on March 8 By end of 
month expected old workings will be 
reached. 


SOUTHERN PHOSPHATE. —To 
Acquire New Interests—Proposes to 
acquire, develop and work phosphate 
rock deposits and has already arranged 
to purchase for cash the properties of 
the Lakeland Phosphate and the Stan- 
dard Phosphate companies located in 


Polk County, Fla., together with their 
modern plants. Also has a contract for 
the purchase of certain other neighbor- 
ing properties, and expects to control 
the Export Phosphate Co. by issuing 
stock in exchange for the securities of 
that company. 


UTAH-APEX MINING. — Reports 
Deficit—Loss for year ended August 
31, 1919, after depreciation, depletion 
and taxes was $133,647. Company has 
an authorized capital of $2,641,000 (all of 
which is outstanding) of $5 par value 
and is quoted on the Boston Exchange 
at about $3 a share—V. 25, P. 594. 


UTAH COPPER.—To Erect Own 
Power Plant—Expects to put up a 
power plant of its own to supply its 
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STOCK DIVIDEND 
POSSIBILITIES 


We have prepared a_ circular 
showing the position of certain 
of the Standard Oil Companies. 


COPIES FURNISHED ON 
REQUEST. 


H.PFORZHEIMER & Ci 


Dealersin Standard Oll Securities 
2% Broad St., New York 
Phones 4860-1-2-3-4 Broad 














requiremnts at Garfield and possibly at 
Bingham. During 1919 company paid 
to Utah Light & Power $667,032 for 
electricity for the Arthur and Magma 
plants alone. This will mean substan- 
tial savings and add considerably to 
Utah’s earning capacity.—V. 25, P. 399. 














OIL NOTES 


AMALGAMATED OIL. — Acquires 
Valuable Rights—During 1919 com- 
pany expended $635,186 for drilling and 
improvements. Working capital as of 
December 31, 1919, amounted to $693,- 
764. Acquired during year mineral 
rights in 2,800 acres in Southern Cali- 
fornia. Balance for 1919 after depreci- 
ation, income taxes and dividends, 
amounted to $531,989, or $10.64 a share 
on the $5,000,000 capital stock. V. 25, 
P. 344. 





CADDO CENTRAL OIL.— Issues 
Trust Certificates—Company is offer- 
ing through Philadelphia bankers $720,- 
000 6% equipment trust certificates at 
prices yielding 6.25%, and guaranteed 
as to principal and interest by the com- 
pany and Standard Tank Car Corp., 
also by company’s equipment, costing 
about $990,000. 


GENERAL ASPHALT.—A High 
Rank Producer.—Rumors concerning a 
declaration of a 100% stock dividend 
still unfounded but in keeping with 
company’s developments. A 30,000- 
barrel gusher was recently drilled on 
the Trinidad holdings, and holdings in 
western Venezuela, amounting to 470,- 
000 acres, have large production value. 
With seven wells completed and trans- 
portation facilities improving, stock 
has good prospects. Earnings for 1919 
about the same as in previous year but 
amount_per share materially affected by 
retirement of several million preferred 
and increase in common by conversion 
privilege. Net for 1918 was $1,163,207, 
or $7.18 a share on common. V. 25, 
P. 3995. 


GILLILAND OIL.—Is Large Pro- 
ducer.—Company’s operated acreage in 
Homer field has produced about 1,350,- 
000 bbls. of crude oil, in which Gilli- 
land has 55% interest. About 1,000,000 
bbls. have been run into steel storage 
and remaining 350,000 sold to inde- 
pendent refineries. Earnings on the 
manufacture of gasoline are running at 
rate of $1,000,000 a year. Seven gaso- 
line plants are being operated on the 
properties and one additional plant is 
being built. Company’s net production 
outside of Louisiana was 3,100 bbls. a 
day. In Oklahoma, Kansas and Texas 
it has 245 producing wells. Net pro- 
duction from Bull Bayou field amounts 
to 1,400 bbls. daily from 15 wells. V. 
25, P. 681. 


GULF OIL.—Report Smaller Sur- 
plus—Surplus for 1919 after charges 


and taxes was $11,460,853, equal to 
$32.48 a share earned on the $35,284,600 
capital stock, compared with $36.11 a 
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LISTED AND UNLISTED 
STOCKS & BONDS 


N addition to our facilities 

for executing orders in 
listed securities, our special 
department dealing in un- 
listed and inactive stocks and 
bonds offers a valuable serv- 
ice to investors. 


Our close touch with~outside 
markets enables us to effect 
considerable savings for those 
interested in buying or selling. 


Inquiry 
Invited 


James M. Leopold & Co. 


Members New York Stock 
Exchange 


7 WALL ST. NEW YORK 
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Investment 
Returns 


Earnin possibilities 
and reliability chief fac- 
ters of consideratien. 


Cities Service Company 
e% Cunslative Preferred Steck 


Tremendous earning power on 
capital involved, giving maxi- 
mum dividend assurance. 
Yields over 8% at present 
prices. 


Circular M-3 en request 
Cities Service 
Convertible 7% Bonds 
Series C 
We offer these bonds at a price 
to yield about 64%. Earnings 
for 1919 were about seven 
times interest requirements. 


The conversion privilege may 
produce a substantial profit. 


Write for Circular M4 


Bolster & Company 
40 Wall Street 
New York 


























The Money of 
European Nations 


A description of their 
currencies showing 
possibilities for appre- 
ciation. 


Copy on Request 


Kiely & Horton 


Investment Securities 
40 Wall Si, N.Y. . Phone John 6330 
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share in 1918. After payments of $2,- 
104,513 dividends, annual _ surplus 
amounted to $9,356,340, or about $27 
a share, against about $30 a share in 
preceding year. V. 25, P. 681. 


INTERNATIONAL PETRO- 
LEUM.—Offers Additional Common.— 
Is offering £1,353,401 additional com- 
mon of £5 par value at $5 a share, to 
holders of record March 5, on a share 


‘for share basis. Subscription rights ex- 


pire March 15, 1920. 


INVINCIBLE OIL.—To Increase 
Production.— Operations in Homer 
field have resulted in two new wells, 
estimated at 2,500 barrels each, from 
the shallow sand. Company is running 
9,000 barrels of oil daily from Homer 
acreage. According to latest official 
estimates and with production being 
delivered at 10,000 barrels per day at 
$2.50 per barrel, earnings are at the 
rate of over $8,500,000 per annum. To 
this must be added profit from 
present refining capacity of 5,000 bar- 
rels a day, figured at $1 a barrel, or an 
additional $1,750,000. This makes a 
total of $10,250,000. After all charges 
except taxes surplus earnings are equal 
to $29 a share on the 334,000 shares of 
stock outstanding. V. 25, P. 681. 


PAN AMERICAN PETROLEUM. 
In Strong Position—Company’s pro- 
ducing properties in this country, 
especially California, of much promise. 
A few large-sized wells have been com- 
pleted recently and good results are be- 
ing obtained. Company’s ownership of 
one of largest tank steamer fleets under 
American flag also very profitable, due 
to acute shortage of tank steamers. It 
also owns one-half of British Mexican 
Oil Co., which refines and markets oil 
in Great Britain. V. 25, P. 596. 


SINCLAIR CONSOLIDATED.—To 
Increase Production—Has brought in 
a new well with 1,090 bbls. daily capa- 
city, in Gunsighr district, Stephens 
County, Texas, ard is drilling another 
well on the Therpe tract. This will 
substantially hely company’s earning 
capacity, and outlook is therefore very 


bright: this is true of entire oil indus- © 


try. V. 25, P. 683. 


SINCLAIR-GULF.—Brings in New 
Well—Has brought in a 5,000-bbl. well 
at Damon Mound, Texas—a very im- 
portant event in the oil industry of the 
Gulf Coast fields. The significance of 
the new strike is that it is located about 
two miles north of the big gushers that 
attracted attention to the field two 
years ago. Until this well was brought 
in the immediate locality was regarded 
as wildcat territory. 


STANDARD OIL (CALIFORNIA). 
—Pronounced Increase in Earnings.— 
Net, after depreciation, depletion and 
Federal taxes, for 1919 amounted to 
$31,062,768, or $31.26 a share on the 
$99,373,311 outstanding capital stock 
against $15.04 a share earned in pre- 
ceding year. V, 25, P. 345. 








Oil Fields of 
South America 


Probably nowhere in the world 
has nature displayed the ex- 
istence of great underground 
accumulations of petroleum by 
the presence of oil seepages 
and petroliferous mud volca- 
noes as it has along the 
Colombian-Venezuelan boun- 
dary line. 


We have issued a circular 
on an oil company, the stock 
of which was heavily over- 
subscribed in a recent offer- 
ing. 


This company owns 130,000 
acres of the proven oil area 
in Colombia, S. A., contigu- 
ous to those of the Carib 
Syndicate, Standard Oil 
Gulf Oil, Tropical Oil and 
other companies. 


Write for circular inclading 
map of Colombian Oil Field 
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EUROPEAN BONDS 


The discount in exchange of- 
fers real investment opportun- 
ities in the purchase of the in- 
ternal loans of foreign coun- 
tries. 

By buying European bonds 
now, the investor assures him- 
self of a good return on his 
money as well as a sure profit 
as the exchange moves tow- 
ards normal. In _ addition, 
many of these loans have re- 
demption features that add 
materially to their attractive- 
ness. 


Careful switches into such 

bonds from depreciated do- 

mestic securities having a . 
doubtful or greatly reduced 

earning power are advisable 

in that they give the investor 

sound security with the possi- 

bility of large profits. 


BROWN, GREEN & COMPANY 
Investment Securities 


2 Wall St., New York City 
68 Devonshire St.. Boston 
























STANDARD OIL (N. J.).—Subsid- 
iary Raises Dividend Rate.—Directors 
of Chesebrough Mfg. Co. declared 
quarterly dividend of $3.50 per share 
on common and an initial quarterly 
dividend of $1.75 on preferred, payable 
March 15 to holders of record February 
20. Previous payment on common was 
$3 quarterly and 50c. extra. V. 25, 
P. 683. 








UNLISTED NOTES 


AMERICAN CHAIN CO.—Acquires 
New Interest.—Has completed negotia- 
tions for purchase of the Page Steel & 
Wire Co., whose stock will be taken up 
for cash at rate of $60 a share for the 
first preferred, $40 for the second (par 
of both being $100) and $3 for common 
of $20 par. 


AMERICAN RADIATOR. — Large 
Orders for 1920.—Net profits for 11 
months ended December 31, 1919, after 
charges and taxes, were $3,036,247 or 
$23.01 a share earned on the $12,278,400 
common of $100 par value (now reduced 
to $25), against $19.92 earned in preced- 
ing year. Orders for 1920 are much 
larger than in 1919. 


The New-Book Leéter 


FOREIGN EXCHANGE THEORY 
AND PRACTICE—by Thomas York, 
A. M., Foreign Exchange Editor, 
Wall Street Journal. 

Foreign Exchange is at present at- 
tracting more attention than any other 
branch of finance and the interest 
evinced is universal. The purpose of 
this book is to explain the operation of 
the exchanges between gold-standard 
countries, under normal cénditions. 

Price $2.60 postpaid. 


PRINCIPLES OF INDUSTRIAL 
ORGANIZATION —by Dexter S. 
Kimball, Professor of Machine De- 
sign and Construction in Sibley 
College. 

The second revised edition of this 

















book. It will be found of interest to - 


the engineer, whose ever widening 
circle of usefulness brings him more 
and more in contact with economic 
problems. Also to the engineer or 
manager who wishes to know some- 
thing of the fundamental principles of 
organization. Price $3.15 postpaid. 


WAR-TIME FINANCIAL PROB- 
LEMS —by Hartley Withers, Edi- 
tor of “The Economist,” Author of 
“The Business of Finance.” 

The compilation of a number of ar- 
ticles written during the war on finan- 
cial subjects, including War Finance as 
it was and might have been, Bank 
Amalgamations, Currency Questions, 
Company Law Reform, Bonus Shares, 
the Outlook for Capital, Treasury Con- 
trol, the Capital Levy, Facing the War 
Bill, National Guilds, and many other 
matters of vital importance. 

Price $2.60 postpaid. 
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STOCK EXCHANGE SECURITIES, 1914-1920 
Presented Clearly at a Glance— 
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Each issue 
contains 80 
pages of 
charts (2 
pages for 
each stock) 















curities. A financial state- 
ment for each year from 1912 to 1919 
is recorded with stock. 








Investigate This Important New sone eee | 


Graphic Records Service Graphic Charts 


For the past six months the phic charts record the high and low of 
weekly price movements as well as the weekly volume of transactions. 
From 1914 to 1919 the charts show the high and low monthly price 
movements. 

Price and volume charts show accumulation and distribution zones, 
trading levels and the characteristic market action in each situation. 
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American Beet Sugar Co. 

American Can Ce. Railway Co. Pan-American Petreleum ‘Treae- 

American Car & Foundry Co. & St. Paul Ry. La aa 

American International Corp. Reading 

American Linseed Co. Co. Repablis {rue & Bteel Ce. 

American Locomotive Co. Southern Pacifie Co. 

American Smelting & Refining Co. Studebaker Corperation. | 

American Sugar Refining Co. Jnion Pacific Railroad. 

American Sumatra Tobacco Co. J. & Food Products Corp. 

American Weelen Co. ee Juited States Rubber Ca. 

Anaconda Copper Co. Co, United States Steel Corp. 

Baléwia Locometive i Utah Cs. 

Bethlehem Stee] a {nternational Mercantile Marine Co., ' Coemteal On 
Mexican Petroleum Co., Lig 





Individual charts on any active security not recorded in the Graphic 
Record Book may be obtained at $1.00 each. Price of charts on inactive 


stocks quoted upon application. 
The Graphic Record Service Costs $10.00 Annually 
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“BARBOUR & CO.) 


Uembers New York Stock Exchange 
NEWARK NEW JERSEY 


We invite your inquiry on 
The Securities of the 


Public Service Corp. of N. J. 
Celluloid Company 
Singer Manufacturing Co. 
JOHN M. MILLER 


RESIDENT PARTNER 
Fermerly with HENRY BROS. 


New York Office: 
25 Broad St. 


Newark, N. J. 
790 Broad St. 








SPECIALIZING 
IN SHARES OF 
THE 


Jerome — Superior 
Copper Co. - 
A Prospect 
THE BIG NEW PROPERTY OF 
THE VERDE DISTRICT, ARIZ. 
CORRESPONDENCE INVITED 


A. B. CHITTENDEN 
LICENSED STOCK BROKER 
MINING INVESTMENTS 
628-630 Title Ins. Bldg. 
Los Angeles California 











We specialize in 
Chase National 


First National 
Bank Stocks 


CLINTON GILBERT 


New York City Bank and Trust 
Co. stocks 


2 WALL ST. NEW YORK 
Tel. Rector 4848 




















Mark A. Noble Theedere C. Corwin 


NOBLE & CORWIN 


25 Broad Street, New York 


Bank, Trust Company 
and Insurance Stocks 


Table of current statistics 
sent upon request 
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Teo obtain a dividend 
pany, the stock must be 
owner’s name before 
the company’s books. 
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Beth Steel, c A.. 
Beth Steel, c B.. 
Booth Fish, Ist p. 
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Central St Elec, p 
Chand M (no par)$ 
Chesebr Mfg, p..a 
Chesebr Mfg, c.. 3% 
Col Graph, p M 
Col Gr, c (no par) 25¢ 
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Con Gas El Lt&Pr 2 
Cont Can, 
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Cuban Am 
Cuba Cane 
Dodge Mfg, p... 
Dodge Mfg, c.. 
Dodge Mfg, c ext 
Durham Hos, c A 
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Endicott-John, p.. 
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Fam Pl-Lasky, c..$2° 
Federal M & S, p. 
Fisk Rub, c ($25)a75. 
Gen Cigar. p deb. 
Goodrich (B F), p 1 
Gulf St St, Ist p. 1 
Gulf St St, 2d p.. 1 
H B Car (no par).$1 
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Helme (G W), c. 2 
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Hupp Mot Car, p. 
Internat Salt . 
Internat Silver, p 
Kelly S Tire, 6%p 
Kenn Cop (no par)25e 
Kenn Cop, ext..dd25c 
Lacka Steel, c... 1% 
Leh Val C S ($50)$2 

L ValRR, p($50)ss$1.25 
L ValRR, c($50)ss87%e 
Lig & Mys T, p. % 
Lorillard Tob, p.. 
Lorillard Tob, c.. 
May Dept St, p.. 
Mex Petrol, p... 2 % 
Mid S Oil ($10).10c 
N Y Air Brake.. 
North Amer Co.. 

Ohio Oil 

Ohio Oil, ext 

Republic I & S, p. 

Stutz M (no par) .$1.2 
Stutz Motor, ext.x20 
Texas Co 

Tidewater 2 % 
Tidewater Oil, ext 2 % 


"7% Twin CityR T, p.. 1 3 
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7% Underwood T, p.. 1%% 
8% Underwood T, c..2 % 
4% Union Pacific, p..ss2 % 
10% Union Pacific, c. .ss21%4%Q 

a Initial dividend. 
e Payable in common stock. 

P g! yn ee mentity Y%% casa 
ends and c Proceeds from sale of stock 

dends due on Bankers Shares. 

m On account of accumulated dividends. 
ss Subject to the approval of the Director 
eral of Railroads. N. Y. Stock Exchan 

a does not sell ex-dividend on stock o 
ate. 

x Declared payable in stock. 
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PUTS & CALLS 


If stock market taders 
understood the advantage de- 
rived from the use of PUTS & 
CALLS, they would tamiliarize 
themselves with their operation 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited 


GEO. W. BUTLER 


Specialist in 
Puts & Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9676-9079 








U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 

Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,7°O Net Profit over their cost price. 





Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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Sale of the Control in Large Banks 
and Corporations, Negotiated Confi- 
dentially. I do a National Business. 


JACOB BACKER Financial Broker 
Established 1916 
Pioneer Bldg. St. Paul, Minnesota 








MOORE’S OIL REPORTS 


Dependable information of Important Oil 
Companies and Properties and of De- 
velopments affecting values of same. 
(Kansas, Oklahoma, Texas, Louisiana.) 


MOORE’S OIL. FIELDS REPORTING 
AGENCY 
Dallas, Texas 


Business Man’s Library 


Books delivered prepaid. Write today 
for List of the Latest Books of Current 
Interest to Business Men. Wesley Mills 
fompeny. 500 Fifth Avenue, New York. 
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DIVIDEND NOTICES 


Packard Motor Car Company 
PREFERRED STOCK 


The regular quarterly dividend of one and three 
quarters per cent (1%%) on the preferred capital 
stock of the Company has been declared by the 
Board of Directors, payable March 15, 1920, to the 
holders of the preferred stock of record at the 
close of business February 29, 1920. The books 
will not be closed. 

FREDERICK R. ROBINSON, 
Detroit, on. Secretary. 
February 20, 1920. 


American Telephone and Telegraph Co. 
A dividend of Two Dollars © share will be 
, to stockholders 

of business on Friday, 


On account of the Annual oceins, the transfer 
books will be closed from Sa —y~4 March 20, to 
Tuesday, Mareh 80, 1920, both oars included. 

G. D. MILNB, 











Treasurer. 





AMERICAN WOOLEN COMPANY 
(Massachusetts Corpora‘ 
QUARTERLY DIVIDENDS. 


Company will be paid Pi comet ‘sk a as 
pe on 
record March 18, sees. 
be closed at the A J of business 
reopened at the opening of 
WM. H. DWELLY, Treasurer. 
Boston, Mass., March 2, 1920. 


Spencer Petroleum 
Corporation 


DIVIDEND NO. 7 


~ At a meeting of the Board of Di- 
rectors, held at Milwaukee, Wis., on 
March 4th, 1920, the regular monthly 
dividend of 2% on the par value of the 
Common Stock was declared payable on 
March 25th, 1920, to shareholders on 
record March 15th, 1920. Books will 
not close. Checks will be mailed. 


HERBERT R. MANGER, 
Secretary. 
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THE MAGAZINE OF WALE STREET 





Have You Planned 
for Financial 
Independence 

at Fifty? 


What will your position be at that 
age? 

When contemplating the future we 
must not overlook the present. 

The Period of Preparation is Today. 

The position of the investor at the 
age of twenty, thirty, forty and fifty 
is shown by a simple chart along with 
an interesting discussion in Chapter I 
ef Victor de Villiers’ book— 


“Financial Independence at Fifty’’ 
This book contains 30 chapters and is 
a comprehensive treatise on correct 
plans of investment and semi-invest- 
ment, in all classes of securities, in all 
markets and at. all 
times. It outlines 
clear methods where- 
by large or small in- 
vestors may become 
independent without 
“taking chances” or 
depending on luck or 
accident of fortune. 
Price, bound in cloth 
$2.10 
Price, bound in 
leather 
$4.10 
This is one of ten 
books in our uniform- 
ly-bound set entitled 


“Investing for Profit” 


which have been prepared by men who 
have spent years in the practice of 
finance and investment and have given 
the benefit of their experience in a 
clear, practical and interesting manner 
in these books. 


Below are the titles of this set of cloth- 
bound books :— 
“‘How. to Read the Financial 


Ly fer Profit’ 
evidal Swings of the Le oy Market” 
of the Stock Market” 
«“Flnanetal Independence at Fifty’ 
The complete set will be sent for 5 
days’ inspection. 


Price, Complete, $14.00 


Order Form 


MAGAZINE OF WALL STREET, 
42 Broadway, New York City 


Gentlemen: —Please send me “Invest- 
ing for Profit” ten volumes. I agree to 
either keep the books and remit $14.00, 
or return the set within five (5) days. 
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This Order for Two Hundred and Nineteen Subscriptions to 





WAR DEPARTMENT 
OFrict OF THE CHIEF OF STAFF i 


(wen meTOm 
FOUCs WN AND RECREATION BRANCH Date__ 3/2/20 __ 
PURCHASE ORDER 


To. Sneanenens st Sneenen of fobs Moonee 
pes PR Oe | A {-) Sa 
ay Ati . From One Department 


Ship "© _15_sisectescalom 


Raber aaa ; of U. 8S. Government 


Invoxe showing thy Purchaw ( 
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ARIICLES : is good evidence of the high esteem 
219 evdscrip fom: to tae Uapesine of in which this magazine is held by those 


Mall street, irom 1/1/20 to 6/~/20 
for the point ste? on tae attached - who appreciate the importance of 


Shipp! ¢ owed n So, L.P. 6. 
tee cory of Lu tr quoting prices, authentic, unprejudiced and timely in- 
formation on matters relating to 


finance, industry and general business 


























conditions. 





The MAGAZINE OF WALL STREET is 
published for a Nation of Intelligent Investors 





It studies conditions closely and its subscribers posted on the conditions and 
purpose is to inform readers of sound in- outlook of all important industries as well 
vestment principles and impart a thor- as securities. It gives readers expert 


ough knowledge of corporate values and advice on securities of all kinds and 
earning power. points out pitfalls to be avoided. Every 


It answers more than 7,000 inquiries issue contains comprehensive graphs and 
from subscribers every month. It shows analyses to aid the business man a:.d in- 
how to invest successfully and keeps our vestor. 





You cannot afford to miss an issue. 


Subscribe Now—or renew your subscription! 











If you are just an occasional reader of this magazine The 
MAGAZ'NE of 


it will pay you to invest now in a year’s subscription. WALL ST..EET 
42 Broadway, 


: , New York City. 

Fill out and mail this coupon today. I enclose 
($1 for a trial subscription 

of four issues) 


The MAGAZINE Oe 
of WALL STREET 


42 Broadway, New York City : Business 
$6 a year; 26 issues; 35 cents a copy 
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PIL EN IOIY. GIB ak NOR RIG 


| To those having 


mining interests: 


Mining engineer who has 
examined properties for a 
number of subscribers to the 
Magazine of Wall Street, will 
leave New York early in April 
for the purpose of investigat- 
ing certain mining properties 
in Colorado, Arizona, Nevada, 
California, and possibly Brit- 
ish Columbia and Montana. 


If any are interested in mines 
within striking distance of the 
above tentative itinerary, and 
desire to have such properties 
investigated by a competent 
engineer, arrangements may 
be made whereby they may 
avail themselves of his ser- 
vices while on this tour. 


Address Mining Engineer 
Magazine of Wall Street 
42 B’dway, New York City 








Help Us Help Your Friend— 


You benefit from reading this magazine regularly and un- 
doubtedly have several friends who also would find many 
things of interest and profit in each number. 


Will you send us the name and address of one or more friends 
interested in investments so that we can send each of them a 
free copy of this magazine. It puts your friends under no ob- 
ligation—just permits them to examine the MAGAZINE OF 
WALL STREET and decide for themselves. 


Timely Information About Market Conditions 


We will send each copy with your compliments, or if you de- 
sire, will not mention your name. Check which you desire 
in the coupon below and attach to the sheet containing name 
and complete address of one or more of your friends. 


Your Interest Will Be Appreciated 


THE MAGAZINE OF WALL STREET 
42 Broadway, New York City 


GENTLEMEN: 
I am a subscriber and will be glad to have you send free sample copy to my friends 
whose names and addresses are enclosed herewith. 


My name is 


Be NE, Who inccvGaantntetleothbeccécacudicncntueeteud . 


Mention my name [] — Check which — [J Do not mention. 


























A Great Future 


The valuable oil and gas 
holdings in the Cities Ser- 
vice Company famous 
Ranger field of Texas is 
destined to add very large- 
ly to the value of Cities 
Service Company’s Com- 
mon Stock and Bankers 
shares. The Company is 
rapidly developing its large 
holdings and the results 
must be reflected at an 
early date in the prices of 
the above shares. 

The Common stock and 
the Bankers shares at pres- 
ent prices can be safely 
purchased for profit as well 
as income. 


Write for Circular “M” 


Claude Meeker 


Specialist in Cities Service Issues 
71 Broadway 


New York City N. Y. 


Empire Building 
’Phone, Bowling Green, 6540 
8 East Broad Street 














Fourteen Methods of Operating in 
the Stock Market 


The most successful methods used by specialists trading in the 
stock market, written by a number of financial experts who daily 
in practice prove the correctness of the theories outlined in this 


CONTENTS 
A specialist in pa...“ Forecasting the 
stock market. Principles of price 
movement. The scale plan. Rules of 
a successful speculator. Plan for tak- 
ing advantage of primary~movements. 
The breadth of the market. Calculat- 
ing the force of the market. Methods 
of successful traders. Operating in 
specialties. Detecting Liquidation. 
Identifying the bottom of a swing. 
Stocks of bankrupt corporations. Stop 
orders. 
PRICE, $1.31 POSTPAID 


seen tes ea eee eee eee eee eee eee ll lmCUlUlUlUc CR 
THE MAGAZINE OF WALL STREET, 
42 Broadway, N. Y. C. 
Gentlemen—Enclosed please find $1.31, for which send postpaid “Fourteen Methods 
of Operating in the Stock Market.” 





Mar. 20 





THE MAGAZINE OF WALL STREET 











